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PRESERVATION OF DUAL BANKING SYSTEM 


POLITICAL INTERFERENCE OBSTRUCTS BUSINESS RECOVERY 


HE most serious and pernicious 
obstructions to business recovery, 
at this delicate stage of seeming 
convalescence, are those that may 

be readily identified as bearing the polit- 
ical rather than economic label. Wrestling 
between alternating hopes and fears, the 
country will shortly be plunged into the 
swirling currents of a hotly contested 
presidential campaign. The atmosphere is 
already charged with partisan hostilities 
and demagogic exhibitions which hardly 
serve to allay public uncertainty. Legis- 
lative guns at Washington are primed with 
hastily prepared and feverishly debated 
bills. Punitive and “‘soak the rich” taxes 
are to be imposed. The banking structure 
is threatened with wholesale overhauling. 
A federal deposit guarantee bill has been 
favorably reported to the House. Wall 
Street and the Stock Exchange are under 
a barrage of fire. In short, Congress is 
evidently playing a game which appeals to 
the bleachers, arresting instead of pro- 
moting the orderly functioning of busi- 
ness, industry and banking. 

Heavy and unfairly distributed burdens 
of increased taxation are not likely to help 
business regain composure. There is no 
doubt, however, that the American people 
will loyally comply with urgent demands 
for balancing the budget and preserving 
credit of the Government. The most 
dangerous obstacles are those relating to 
drastic banking “reforms.” They call for 


more mature deliberation and should be 
left to practical banking judgment instead 
of the hazards of political determination. 
Foremost, is the compulsory proposal to 
unify all commercial banking under single 
federal dictatorship and supervision. This 
revolutioary step was urged recently by 
Governor Eugene Meyer of the Federal 
Reserve Board. Experts of that body are 
now at work on an enabling bill to be sub- 
mitted to the Senate Committee on Bank- 
ing and Currency. Other luminaries at 
Washington, including Administration of- 
ficials, members of the Federal Reserve 
Board, Chairman Glass of the Senate 
Banking and Currency Committee and 
Comptroller Pole are committed to the 
idea of concentrating banking supervision. 
Provisions with similar objective and 
ultimate extinction of the state or dual 
banking system, are embodied in the 
pending Glass Banking Reform Bill which 
would authorize extension of branch 
banking by national banks in ‘“‘trade 
areas’’ irrespective of state lines, laws, or 
autonomy. 

Banking sentiment has already voiced 
overwhelming opposition to the passage of 
the Glass Banking Reform Bill at this 
session of Congress on the ground that its 
hasty provisions will induce more disas- 
trous deflation and nullify the good work 
being accomplished by reconstruction and 
emergency measures. Such protest is 
likely to prevent action on this bill at the 
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current session of Congress. It is also in- 
dicated by the Federal Reserve Board that 
the proposed federalization of commercial 
banking is a matter requiring extended 
study, so that action on this proposition 
is also to be held over. The fact remains, 
nevertheless, that bank failures, banking 
reform and unification as well as branch 
banking issues will become the football of 
political controversy during the coming 
Presidential campaign. 

Intrusion of excited politics and legisla- 
tive minds is most lamentable, coming 
precisely at this time, when business men 
and bankers have been heartened by cu- 
mulative signs of stabilization; when the 
people generally have become buoyed by 
fond hopes that deflation has reached its 
lowest ebb and that the pendulum is 
slowly but surely swinging upwards. 

Within the past few months there has 
come assurance that senseless fear has 
been yielding to a revival of faith; that 
the American people and business can be 
best relied upon to work out their own 
economic salvation without legislative 
fiat or interference. Favorable response 
has thus far attended the active opera- 
tions of the Reconstruction Finance Cor- 
poration which has, since February 2nd to 
April 19th, authorized loans to 1,520 
banks and trust companies in the amount 
of $243 ,248,769 with total of $370,437,000 
including aid to railroads, building and 
loan associations, insurance companies, 
and agricultural interests. 

The Glass-Steagall measure releasing 
new sources of credit and rediscount, to- 
gether with the inauguration of more 
aggressive open market and “‘easy money”’ 
policies by the Federal Reserve Board, 
have likewise aided toward financial and 
banking stability. Bank suspensions have 
declined to almost negligible number, 
registering less than 75 from the first of 
March to the middle of April, and with 
resources of reopened banks more than off- 
setting those of closed banks during that 
period. Hoarded cash has come out of 
hiding to the tune of $250,000,000 since 
the first of February. Business and indus- 
trial enterprise have become emboldened 
and ready to seize upon potentialities of 
credit and reconstruction. Such symp- 
toms plead for political caution. 
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CRUX OF BANKING PROBLEM 


HE American banking situation 
clamors for remedies. The cure is 
not to be found in legislative inocu- 
lation. No civilized country is so sur- 
feited with a multiplicity of laws as the 
United States. In no other country is 
bred such disrespect for law, such open or 
technical violation and subterfuge. Con- 
gress and state legislatures solemnly pre- 
scribe safeguards for banking ailments. 
But they cannot enforce them until it is 
too late and the horse has bolted. 

The only possible solution of the bank- 
ing problem must come through reform of 
management from within. The challenge 
is toward the bankers. Upon them rests 
the obligation and duty of exercising the 
tremendous power that inheres in en- 
lightened coordination which ostracizes 
bankers and practices failing to conform 
to qualities of integrity and conscience, 
plus training and the sense of trusteeship, 
that lie at the very heart of safe banking. 
These essentials are well beyond the range 
of statutory dictation. 

The Federal Reserve System not only 
proved itself helpless to control the specu- 
lative diversion of bank credit. We know 
now that it has contributed to such abuse. 
It has shown itself equally impotent to 
stem deflation. The lesson is that credit 
must be governed at the source, and that 
rests with bank management. 

Chastening experiences of the past two 
years lighten the way to more secure 
moorings. Speculative loans are taboo. 
If anything, the reins on bank credit are 
held too tightly. Credit is held in abey- 
ance, impounded for legitimate demand 
which is hesitant in availing itself of po- 
tential resources. New charters for banks 
are hard to get. Mergers and reopenings 
of banks imply transfer of weak manage- 
ment to stronger hands. Standards of 
official supervision and examination have 
been elevated. Banking boards, enlisting 
practical judgment, are created to assist 
and counsel state bank supervisors, as in 
New York, Wisconsin and projected in 
other states. Emphasis upon principles of 
sound management and kindred move- 
ments are evidences that both federal and 
state banking systems are marching for- 
ward without legislative compulsion. 














A WORD IN DEFENSE OF 
AMERICAN BANKERS 


“The banker is the economic guide, phi- 
losopher and friend of his customers. His 
philosophy can dampen our enthusiasm 
and equally it can lift our courage and 
hope.” —President Hoover. 


“ O the pillory !” That is the shrill cry 
from large sections of our popula- 
tion against bankers. Calumny and 
malicious’ slander are heaped upon |bank- 
ers without discrimination. They are ac- 
cused of having engineered and abetted 
the reign of wicked inflation for their own 
profit. They are blamed for precipitating 
deflation and prolonging the agony of de- 
pression. There is hardly a sin in the 
calendar of which they are not accused. 
Sensational newspapers vie in “playing 
up” bank failures. Rubber-tongued lumi- 
naries in Congress, aspiring politicians 
and demagogues of every tribe seize upon 
banks and banking as themes for anath- 
ema. The chorus grows louder, more 
raucous, with the approach of the presi- 
dential campaign. 

If there is one fault today attaching to 
American banking, as a profession, it is 
the lack of righteous self-defense and 
courage in asserting facts. They require 
no alibi. Here and there a timid word is 
heard in defense of bankers. It is imme- 
diately drowned by derision and scorn. 
Scarcely a voice is raised to inform the 
public that by far the greatest number of 
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the 4,000 banking failures and suspensions 
during the past two years were caused by 
foolish fears and senseless runs on the 
part of depositors. Significance of the rela- 
tively few fatalities due to deliberate and 
unscrupulous mismanagement, has been 
magnified beyond all bounds of reason. 

Public discussion ignores the fact that 
nearly 20,000 banks have conquered the 
storms of adversity. They have overcome 
unprecedented difficulties and demands. 
They have furnished relief for distressed 
depositors and have effectively continued 
to serve the interests of their customers, 
the community and the nation. How 
utterly unwarranted is the public distrust 
of banking may be better understood 
when it is proven that only two per cent 
of the country’s banking resources are 
affected by closed banks; that recoveries 
to depositors through liquidation, accord- 
ing to the records of many years, average 
88 per cent while creditors in business 
bankruptcies recover only 5 per cent. 

In all fairness and truth the great body 
of American bankers who have bravely 
“carried on” through the worst financial 
depression in our history are deserving of 
public sympathy and trust. They were 
helpless to stem the mania for speculative 
profits. They were the first to meet the 
impact of uncontrollable economic reac- 
tions, depreciation in security prices, col- 
lapse in real estate values and demorali- 
zation in trade, industry and agriculture. 
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Quietly and without blare of trumpets 
the bankers have wisely counselled and 
given timely aid to small and big business, 
to individuals and corporations. Nor 
should it be overlooked that they have 
striven to the utmost to keep from swell- 
ing the ranks of unemployed; that they 
and their employees have most generously 
contributed to relief funds. 

Charges are made that banks—espe- 
cially the larger institutions—are the 
worst offenders in hoarding; that they 
ruthlessly have called, or sold out col- 
lateral loans; that they stimulate defla- 
tion by thrusting their own assets upon 
the market at every opportunity. It is 
charged that they withhold great volume 
of available bank credit from business and 
industry, in order to “protect their own 
positions.” Doubtless many bankers are 
afraid of their own shadows. There are 
white-livered men in every profession. 
But the great majority of bankers are 
governed by the conservatism and the in- 
stincts of self-protection forced upon 
them by an unreasoning public. They 
must be prepared for contingencies. Their 
prime motive is not one of selfishness. 
Their duty is to protect depositors. 
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RESULTS FROM ‘‘CHEAP MONEY’”’ 
POLICY BY FEDERAL RESERVE 


ANKERS are watching with keen 
interest for visible results from the 


most daring and aggressive “easy 
money” policy yet undertaken by the 
Federal Reserve Board. This was inau- 
gurated the last week in February. The 
prime purpose is to make a frontal attack 
on deflation and price decline by making 
effective the more flexible rediscount fa- 
cilities provided for in the Glass-Steagall 
bill. Consonant with this policy the Fed- 
eral Reserve banks, through open market 
operations, have increased their purchases 
of government securities by the amount 
of $337,000,000 during the first eight 
weeks since the close of February. 
Through purchase of government securi- 
ties the Federal Reserve Board expects to 
release credit in such abundance as to 
(1) facilitate the repayment by member 
banks of their indebtedness to Federal 
Reserve banks and (2) to increase bank 
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holdings of cash and reserves to such de- 
gree as to force flow of bank funds into 
additional bond investments and relax 
embargoes on loans and commercial ac- 
commodation. The assumption is that 
when member bank indebtedness has 
reached a sufficiently low level and 
abundance of surplus funds cannot obtain 
remunerative employment in short-term 
securities and bankers’ bills, then the 
banks will be forced to embark upon more 
liberal investment and lending operations. 

It is too early, of course, to judge of the 
effects of this aggressive easy money 
policy and vigorous effort to expand bank 
credit. Past performances furnish no 
guidance because conditions were much 
altered or less favorable to such experi- 
ment. Bankers generally hope for fruitful 
results. But some are frankly skeptical 
because easy money and cheap credit in the 
past have had an illusive and abortive way 
of going into wrong channels. The Fed- 
eral Reserve take notice. The fact re- 
mains that since the launching of the new 
campaign, banks mostly outside of New 
York where rediscounts are small, have 
wiped out $271,000,000 of their indebted- 
ness to the Federal Reserve Banks. This 
is the first objective sought by the Federal 
Reserve Board. Attributable to open mar- 
ket operations of the Federal Reserve 
there has occurred a net decline since 
February of one and one-eighth per cent 
in the yield on acceptance bills. Improve- 
ment in the bond market, increase in loans 
and investments by banks, are also in- 
terpreted as favorable reflections of new 
Federal Reserve policy. 

Unofficial advices from some of the 
larger banks in New York are to the effect 
that they are willing to extend collateral 
loans on good securities with margins of 
20 per cent as against former 25 per cent 
and at interest rate of 514 per cent as 
against the previous 6 per cent rate. 
Federal Reserve authorities claim that 
the ‘‘easy money”’ policy has been helpful 
in bringing hoarded money out of hiding 
and enabling the Finance Reconstruction 
Corporation to serve more effectively in 
extending aid and preventing bank fail- 
ures because of the admission of accept- 
able securities or assets to the emergency 
rediscount privileges. 
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“HIGH SPOTS” IN OPPOSITION TO 
REVISED GLASS BANKING BILL 


ANGER of hasty and ill-timed ac- 
tion by Congress during this cur- 
rent session, as to drastic and ques- 

tionable bank reform measures, appears 
more remote owing to delay in formulating 
a satisfactory tax bill. Added to this is the 
pressure of other urgent legislation and 
the prevailing demand for adjournment in 
advance of the approaching presidential 
nomination conventions in Chicago. The 
revised Glass Banking Reform bill, re- 
ported favorably by the Senate Commit- 
tee on Banking and Currency on April 
16th, omits or modifies some of the most 
objectionable provisions of the original 
bill, voiced by bankers appearing before 
the Senate Committee. The overwhelm- 
ing sentiment among bankers, continues 
strongly in opposition to Congressional 
action at the present session. 

Bankers, in general, recognize and ad- 
mit the wisdom of constructive changes in 
the banking and Federal Reserve Systems 
to prevent recurrence of speculative abuse 
of bank credit, the frequency of bank 
failures during the past two years and 
eliminating palpable weaknesses disclosed 
by bitter experiences during this peried of 
depression. Their criticism is not directed 
toward the underlying motive of the Glass 
bill, but specifically, because of the danger 
at this time of enforcing punitive and dis- 
Integrating regulations which are bound 
to intensify deflation and nullify all the 
good work accomplished by the Recon- 
struction Finance Corporation and the 
Glass-Steagall emergency measure. There 
is likewise pronounced objection to biased 
methods of approach to sound banking 
revision to which the Federal Reserve 
Board and the Federal Advisory Council 
give evident support in their published 
comments on the original Glass bill. 

Among the unnecessarily disturbing 
provisions retained in the revised Glass 
bill may be briefly mentioned the drastic 
restriction on banks underwriting bonds, 
buying or selling for their own account, 
except under certain limitations; abolish- 
ing security affiliates which would entail 
severe hardship and launch volumes of 
Securities on a market too weak to absorb 


433 


them; restricting bank loans to consoli- 
dated busines$es; provisions dealing with 
brokers’ loans ‘for account of others;” 
transferring greater power to the Federal 
Reserve Board which would restrict in- 
dividual management of member banks 
and impairing the autonomy of Federal 
Reserve banks; raising barriers in all 
channels through which bank funds must 
move in preventing such funds from going 
into speculative use and the provision 
taxing solvent banks for the purpose of 
setting up a Federal Liquidating Corpora- 
tion to liquidate closed banks. The latter 
is but a thinly-disguised scheme of the 
vicious deposit guarantee idea. 

It is noteworthy that one of the most 
obnoxious provisions of the original bill 
has been deleted, namely, the penalty rate 
on advances to member banks on promis- 
sory notes for a period not exceeding fif- 
teen days, secured by either bonds or 
notes of the United States or paper 
eligible for rediscount. This is an obvious 
attempt to restrict the use of Federal 
Reserve funds for stock market specula- 
tion by discriminating against member 
bank collateral notes. The original pro- 
vision which would have created a dis- 
tinction between time and demand de- 
posits as to reserve requirements, demand- 
ing an addition of about $230,000,000 to 
gold requirements of the Federal Reserve 
bankers, thus contracting credit, has also 
been deleted. 

In a frank discussion of the revised 
Glass bill, Benjamin M. Anderson, Jr., 
economist of the Chase National Bank of 
New York, states that the measure deals 
with symptoms instead of causes arising 
from excessive credit and artificially cheap 
money, the control of which rests with 
open market and rediscount policy of the 
Federal Reserve System. He says: “The 
heart of the problem is in the control of 
the total of money market funds. The 
technique of this control is old and well- 
known. It consists in keeping rediscount 
rates above the market rates for the par- 
ticular kind of paper rediscounted, and in 
using open market operations for the pur- 
pose of taking up slack as well as forthe 
purpose of relieving tension in the money 
market. Open market policy and discount 
rate policy must work together.” 
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PUNITIVE ESTATE AND TRANSFER 
TAXES — 


T is in vain to search the Revenue 
bill passed by the House of Con- 

gress and now pending before the 
Senate for evidence of any honest ef- 
fort to apportion the burden of taxes, 
necessary to balance the Federal budget, 
upon scientific or equitable basis. The 
only consistency in the measure is predi- 
cated upon the idea of placing the big 
share of the burden upon the socalled 
“rich.” Unless the bill is materially 
revised by the Senate it is conceivable 
that it will fall far short of anticipated 
revenue and that it will lay a severe blight 
upon business. 

Increase on normal income and surtaxes 
exceed war-time rates. Surtaxes range up 
to 40 per cent on incomes above $100,000. 
The most oppressive levies are imposed 
on corporate business and financial as well 
as fiduciary operations. While corpora- 
tions struggle to meet overhead the cor- 
poration income tax is to be raised to 
131% per cent. Dividends are subject to 
normal income tax. A provision which has 
raised strong protests, as seriously cur- 
tailing legitimate and necessary activity 
in the security markets is the increase of 
transfer tax on security sales of one-fourth 
of one per cent. This is based not upon 
par value but upon selling price. A similar 
tax is placed on transfer of bonds of 2 
cents on each $200 or fraction thereof, 
based on selling price. 

Strong objection has been voiced by 
banking interests against Section 23 of 
the proposed 1932 bill providing that a 
corporation can only deduct its bond or 
stock losses from its bond or stock profits 
and not, as at present, from its gross in- 
come. It is contended that banks and 
trust companies should not be included 
in this limitation. 

Fiduciaries are concerned with drastic 
increases in estate tax schedules. They 
begin with amounts in excess of $50,000 as 
against present $100,000 and graded 
sharply upwards to a maximum rate of 
45 per cent or 80 per cent higher rate than 
employed during the war. This tax is so 
framed as to provide an additional tax to 
which credits for the payment of state 
inheritance or estate taxes in the amount 
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of 80 per cent as against the present estate 
tax, will not apply. 

The gift tax is restored in the House 
bill. Rates are made dependent upon the 
estate tax. They are so construed as to 
provide a differential of 25 per cent in 
favor of the gift tax. This tax has been 
treated so as to avoid the retroactive 
feature which was included in the 1924 
Act and which was held arbitrary and 
invalid on constitutional grounds by the 
United States Supreme Court. There is 
also a provision in the bill which amends 
title 3 of the Act of 1926 permitting re- 
valuation for estate tax purposes of estates 
of decedents who died after September 1, 
1928 and prior to January 1, 1932. 


DEPOSIT GUARANTEE BILL 


F anything was wanted to prove 
that the present majority in the 

House of Congress is unfit to pre- 
scribe sound measures calling for economic 
intelligence it is supplied by the favorable 
report of the Banking and Currency Com- 
mittee on the Steagall bill. This would 
establish under Federal law the plan of 
guarantee of deposits which has been ut- 
terly discredited by state banking experi- 
ence. It is one of nineteen bills intro- 
duced at this session of Congress which 
have for their purpose the guaranty of 
deposits in national banks and state banks 
and trust companies, members of the 
Federal Reserve System. 

The Steagall bill would provide for a 
$500,000,000 guarantee fund, to be con- 
tributed from surplus of Federal Reserve 
Banks, the funds collected in the Treasury 
as franchise taxes from Federal Reserve 
banks and assessment upon member banks 
based on their deposits. The plan would 
create an administrative board, com- 
posed of the Secretary of the Treasury, 
Comptroller of the Currency and three 
members appointed by the President. 

Objections to state or federal guarantee 
of deposits are too familiar to require 


repetition. eee 


NotIcE TO SUBSCRIBERS AND CORRE- 
SPONDENTS: The executive and editorial offices 
of Trust Companies Magazine have been 
removed from 55 Liberty Street to Two Rector 
Street, New York City. Telephone number 
Bowling Green 9-0479. 











DRAMATIZING AND EXHIBITING 
EVOLUTION OF TRUST SERVICE 


N opportunity presents itself and 
should be availed of to dramatize 

and exhibit the evolution of mod- 
ern trust company service during the past 
one hundred years in connection with 
the Chicago Century of Progress Exposi- 
tion which is scheduled to open June 1, 
1933. Such a display would be an appro- 
priate and even essential part of the prog- 
ress of social science and advancement of 
man during this past one hundred years. 
It would lend itself readily to skillful and 
graphic visualization, tracing the genesis 
of the socalled ‘‘modern trust company 
movement” and the substitution of the 
corporate for the individual form of pro- 
tecting property and estates and bringing 
the development of trust service through 
its various stages and its present broad 
scope. In line with the purpose and novel 
plan of the Chicago Exposition, the sub- 
ject would be treated in an institutional 
way and not for advertising individual 
trust companies. 

The idea of the Chicago “Century of 
Progress Exposition”’ is to show the evolu- 
tion and progress of civilization during 
the past one hundred years, embracing 
science, industry, transportation, com- 
munication and all that enters into the 
service of mankind. While trust service 
may be regarded as something intangible 
in its character, it has become the most 
powerful single agency for the construc- 
tive conservation of wealth, for the pro- 
tection of the family and the vehicle 
by means of which men are enabled to 
safely convey their most sacred family as 
well as cherished philanthropic desires. 
The opportunity is therefore one of show- 
ing the multitude of ramifications of trust 
service, enlisting possibly motion pictures 
and other methods of display. 

The advisability of trust people getting 
together and pooling their efforts without 
delay is apparent because of the short 
time remaining before the opening of the 
Chicago Exposition which will attract 
many millions of visitors. The task may 
possibly be best undertaken through the 
Trust Section of the American Bankers 
Association with the cooperation of the 
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Corporate Fiduciary Association of Chi- 
cago. It would unquestionably have the 
warm approval and cooperation of General 
Charles G. Dawes, one of the prime lead- 
ers in originating and promoting the 
Chicago Exposition and who has been 
during most of his private business career 
identified with trust work. Cooperative 
relations may also be established with 
life insurance interests which have al- 
ready arranged for an extensive exhibit in 
the Social Science Building. 

DELAY BY TRUSTEE IN TRANS- 

FERING SECURITIES 


HERE a corporate trustee had de- 
layed an unusual length of time in 
transferring securities to other trus- 
tees in carrying out the provisions of a 
will, no surcharge was permitted where 
the trustee had acted in good faith and 
the will contained a waiver of liability, it 
was recently held by the Supreme Judi- 
cial Court of Massachusetts. 

In this case, decided within the past 
month and where all of the facts are not 
clear from the preliminary report of the 
decision, it appeared that the corporate 
trustee was charged with unusual delay 
in transferring certain securities, held 
under a trust provision of a will, to the 
trustees of another will, in accordance 
with the direction contained in the first 
instrument. It did not appear from the 
record just how great a period of time 
was involved. However, the first instru- 
ment did contain this important provi- 
sion: “‘and it is my will that in the event 
of any loss resulting to my estate through 
any act done or investment made in con- 
nection therewith in good faith by my 
said Trustees hereunder, they shall not 
be held to any personal accountability or 
responsibility therefor.” 

The court held that the testator had 
the right to make the provision relating 
to the exemption of the trustee from per- 
sonal liability. Since the lower court had 
evidently found as a fact that any delay 
which may have been involved was “‘in 
good faith,” and there was an exemption 
from liability for all actions taken in good 
faith, no surcharge could be made upon 
the trustee for the delay which was 
involved. 
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UNITING INDEPENDENT BANKERS 
FOR DEFENSE 


ECRETARY ZIMMERMAN of the 
Pennsylvania Bankers Association 

is sponsoring a movement for the 
organization of an Association of Inde- 
pendent Bank Units of America. The 
proposal was made at a recent group meet- 
ing of Pennsylvania bankers and it con- 
templates enlisting independent or unit 
banks into a nationwide organization. 
The prime object is to oppose legislation 
at Washington which contemplates con- 
ferring upon national banks the privilege 
of conducting branches in socalled ‘‘trade 
areas” and which ignore state lines as well 
as the laws of the respective states govern- 
ing branch banking operations of state 
chartered institutions. The movement to 
unite unit bankers is also prompted by 
recent proposals, credited to members of 
the Federal Reserve Board as well as 
members of the Senate Committee on 
Banking and Currency to enact laws 
which will have the effect of forcing all 
commercial state banks into the Federal 
System and membership in the Federal 
Reserve. 

Writing to Trust Compantes Maga- 
zine, Mr. Zimmerman says: “My plan is 
to point out the fact that nothing less 
than a separate nationwide organization 
is needed at this time, whose sole objec- 
tive shall be the preservation of inde- 
pendent unit banking. I will go so far as 
to propose a name as follows: Association 
of Independent Unit Banks of America. I 
believe that there will be unanimous 
response in favor of this idea. 

“For a good many months I have been 
trying to think my way through to a con- 
clusion other than that we must have a 
clear-cut and separate organization of the 
sort above suggested. However, there 
seems now to be no other way out, in the 
face of the promotional and bureaucratic 
elements whose points of view are being 
so strongly elucidated at Washington. 
Also, in view of the fact that our banker 
friends in the larger cities are wholly unre- 
sponsive to the threatened disruption to 
the country bankers own business as a 
result of propaganda now abroad. It is 
clear therefore that the country banker 
must find a means of fighting his own 
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battle. He is in the vast majority and 
when the proper machinery is set up 
whereby his cause is advocated in an im- 
pressive and important way—and only 
then—will the merits of his cause receive 
due consideration at the hands of 


Congress.” 


eo? 


DURATION OF LIFE INSURANCE 
TRUSTS 


malN view of the growing popularity 
| I of life insurance trusts as a means 
of safeguarding the proceeds of life 


insurance, there is a movement among cor- 
porate fiduciaries of New York to secure 
an amendment to Section 11 of the Per- 
sonal Property Law of the State of New 
York which provides that the duration of 
trusts created by contract must be based 
on lives in being at the date of the instru- 
ment as compared with lives in being at 
the death of the testator as is permitted in 
the case of a last will and testament. Ow- 
ing to such distinction it is frequently im- 
possible to draft a life insurance trust 
agreement in terms identical with the 
trust provisions of a last will and testa- 
ment. 

Amendatory legislation to permit life 
insurance trust agreements to establish 
the same trust provisions for the benefi- 
ciaries thereof as the insured is now per- 
mitted to provide under his will, has been 
advocated by the Western New York 
Fiduciaries Association, in a set of reso- 
lutions. At a recent dinner meeting of this 
association in Buffalo such amendment 
was approved by Dean Alden in the course 
of an address in which he expressed strong 
opposition to the legislation passed at the 
last session of the legislature, which was 
vetoed by the governor and aimed at the 
abolition of the rule of two lives and per- 
mitting trusts to be limited upon an 
indefinite number of lives in being. Dean 
Alden explained that life insurance trusts 
were not contemplated many years ago 
when Section 11 of the New York Per- 
sonal Property Law was adopted. At that 
time, according to Dean Alden, only vol- 
untary trusts, taking effect immediately 
and under which trust property passed at 
once into the trustee’s hands, were con- 
templated by the sponsors of the section. 
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COL. AYRES SEES IMPROVEMENT 
IN FINANCIAL SITUATION 


ARKED falling off in number of 
bank failures, cessation of hoarding 

and improvement in credit condi- 
tions are evidences of substantial im- 
provement in the general financial situa- 
tion, according to Col. Leonard P. Ayres, 
vice-president of the Cleveland Trust 
Company. He says: “Great improve- 
ment in financial conditions has been 
made during the first quarter of this year. 
Bank suspensions have almost ceased, and 
money that was being held idle is being 
returned in a steady flow to the banks, 
and is being put back into circulation. 
All over the country the banks are paying 
down their indebtedness to the Reserve 
Banks, and credit conditions are steadily 
becoming easier. Nevertheless bank loans 
and deposits continue to shrink because 
of business inactivity, and so we have the 
anomalous condition of continued credit 
deflation, when credit expansion is needed, 
and under conditions which should stimu- 
late credit extension. 

“There is little evidence of the normal 
spring expansion in business activity. 
Commodity prices continue to shrink, 
although at a less rapid rate than in recent 
months. Industrial and mining output are 
still slowly declining. There is little con- 
struction going on. Freight loadings on 
the railroads are far below normal. De- 
spite all this a concerted and courageous 
drive for new business is being made 
everywhere by the great manufacturers 
of low priced automobiles. New models 
embodying greater values than any ever 
before offered are being put before pros- 
pective buyers with every resource of 
salesmanship. 

“Our efforts to restore business activity 
are national or local, and scattered, and 
mostly directed at the prevention of 
breakdowns. The problem with which we 
are struggling is international and gen- 
eral. The fundamental truth which we 


as a nation have not yet fully grasped is 
that the interests that nations share in 
common are of far greater importance to 
them than are those competitive advan- 
tages for which they struggle singly. Our 
frontiers are those of finance, and our 
boundaries those of business.”’ 
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COOLIDGE PRESCRIBES RELIEF 
FROM EXCESSIVE TAXATION 


N aroused public opinion asserting 
itself against profligate public ex- 
penditure is the only sure remedy 
for the imposition of painful tax burdens, 


according to former President Calvin 
Coolidge in a recent article in The Satur- 


day Evening Post. He says in part: 

“Scarcely anyone questions the neces- 
sity of some increase of tax rates and the 
imposition of new taxes by the National 
Government to pay the present deficit. 
But it seems apparent that such remedy 
ought only to be for the existing emer- 
gency that must be met to protect the 
public credit. The nation has the re- 
sources to provide for such action, and 
they must be used. But the only per- 
manent remedy, the only relief for high 
taxes, is a reduction of public expendi- 
tures. Such a reduction must be made. 

“Almost all our governmental units 
have been taxing, borrowing and spend- 
ing beyond the means of the people to 
pay. Taxes are remaining unpaid. That 
causes forced sales of property and 
destroys values. The credit of many 
units is exhausted, so that no more money 
can be borrowed by them. The local 
governments, on the whole, have been the 
worst offenders and find themselves in the 
most serious difficulties. Nothing but 
drastic retrenchment will restore them to 
financial health.” 


, 2, o, 
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FEES ALLOWABLE TO TESTA- 
MENTARY TRUSTEE 


N those jurisdictions where the 
amount of fees to be awarded to 
testamentary trustees is left to the 
discretion of the court, it is quite natural 
that differences will arise from time to 
time regarding the value of such services. 
Such a situation arose in the recent case 
of In re Dunlap’s Estate, decided by the 
Supreme Court of Arizona. Here objec- 
tion was made to an award of $5,473.20 
to a trust company and an individual act- 
ing as trustee under a will (70 per cent 
to the trust company and 30 per cent to 
the individual) of a trust fund amounting 
to $604,530.50 over a period of one year. 
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The testator’s daughter, who was the 
principal beneficiary under the will, ob- 
jected that this allowance was exorbitant, 
since “the duties are largely clerical; that 
no particular knowledge or skill is neces- 
sary in their accomplishment; that any 
one could collect the stock dividends and 
clip the United States bonds, make de- 
posit thereof, and record in proper books 
of account the receipts and disbursements 
and make all necessary reports to the 
courts, to the government and to the 
beneficiaries.” Thus is the esteem in 
which our vaunted abilities are held by 
one person who has evidently never at- 
tempted the functions of a fiduciary. 

The court, after carefully reviewing the 
duties and responsibilities of trustees and 
confirming the allowance as reasonable, 
declared: ‘“‘Jt might be possible to keep a 


record of the time and labor devoted tv the 
management and control of the trust estate, 
and to approximate therefrom just and rea- 
sonable compensation, if those were the only 
elements to be considered. But there are the 
risk and responsibility mentioned by the 


text writers and courts. These are not so 
easy of computation in figures. Like pain 
and suffering in damage cases, the amount 
allowed for them must of necessity be left 
largely to the sound discretion of the trier 


of the facts.”’ 
f J > > & 


PARTICIPATION CERTIFICATES 
AS TRUST INVESTMENTS 


HE report of the Cheney Commis- 
sion on banking law reform in New 
York State contains the following 
recommendation relative to mortgage 
participation certificates as legal invest- 
ment for trust funds: “The committee is 
agreed that there should be some change 
in the provisions of the Personal Property 
Law and the Decedent Estate Law relat- 
ing to the investment of trust funds in 
mortgage participation certificates, as ex- 
perience has shown that many losses have 
been sustained on account of the purchase 
of unsound participating certificates which 
upon their face justified a trustee in be- 
lieving that the mortgages by which they 
were secured, made them, under the law, 
legal investments. The value of such secu- 
rities depends largely upon the appraisal 
of the property mortgaged. 
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“The certificates of those companies 
which have insisted upon conservative ap- 
praisals and management have proved 
sound. The committee can see no good 
reason why these securities should be 
made legal for trustees, but not for savings 
banks. Upon further study, a way may 
be found to separate sound investments of 
this character from the unsound ones, so 
that the former would be proper invest- 
ments for savings banks and trustees.” 


ADVANCING FUNDS TO ESTATE 


HERE a bank advanced money to 
the executors of an estate to pay 
inheritance and other taxes, it is 
subrogated to the executor’s lien against 
the estate and is entitled to have realty 
sold to satisfy such lien, it was recently 
decided by the Supreme Court of Arkan- 
sas in the case of Christian vs. Peoples 
Trust Company. Here the executors had 
no cash on hand or other personal prop- 
erty out of which anything could be rea- 
lized to pay the inheritance taxes of the 
estate and other real property taxes on 
realty held. Cash was also required for 
fire insurance. The Probate Court granted 
an order permitting the executors to bor- 
row money for these purposes and the 
trust company advanced $12,638.69 on 
the note of the two executors acting under 
the authority of the court order. At its 
maturity, the note remained unpaid and 
this action was instituted to subrogate the 
trust company to the lien of the executors. 
It is the general rule where one lends 
money to an executor, which money is 
applied to pay debts or otherwise for the 
benefit of the estate, he takes the place 
of the executor in so far as his right to be 
subrogated to the representative’s lien 
and to his right of reimbursement from 
the estate. The trust company did not 
here act as a mere volunteer because it 
was clear that where one advances money 
to pay off an incumbrance on realty, at 
the instance either of the owner of the 
property or the holder of the incumbrance, 
either on the express understanding or 
under circumstances from which an under- 
standing will be implied, the advance 
made is to be secured by a first lien on 
the property. 
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SYMPOSIUM 


ON 
PROPOSED UNIFICATION OF BANKING UNDER 
FEDERAL SUPERVISION 


SHALL STATE BANKING SYSTEM AND UNIT BANKING BE PRESERVED? 
Views Expressed by Leading Bank and Trust Company Officials 


(Eprtor’s Note: The recent statement by Governor Eugene Meyer of the Federal Reserve 
Board before the Senate Committee on Banking and Currency favoring ‘‘a unified system of 
banking under national supervision’ and the provisions in the pending Glass Banking Reform 
Bill authorizing extension of branch banking by national banks in ‘‘trade areas’’ , irrespective 
of state laws, has forced into the foreground the long standing issue as to the survival of the 
present dual banking system in this country. The controversy also involves the question as to 
the fate of independent or unit banking. Recognizing that the subject calls for determination 
based on practical banking rather than reliance upon political judgment, Trust COMPANIES 
has solicited views from leading bankers, trust officers and bank supervisors which are quoted 
herewith and reveal marked diversity of opinion.) 


ADVANTAGES OF SEGREGATION 
AND STANDARDIZED SUPERVI- 
SION OF COMMERCIAL BANKING 


RICHARD S. HAWES 
Vice-president First National Bank in St. Louis 


The discussion now being carried on to 
bring under federal supervision of all types of 
banks including state banks, trust companies, 
ete., deserves careful and serious thought. 
The word “banker” has lost its significance, 
in that now it includes commercial bankers, 
investment bankers, trust company officials, 
mortgage bankers, and even finance bankers. 
A generation ago the word “banker” signified 
solely a commercial institution. The broader 
powers bestowed by states upon their bank- 
ing institutions, because of competition, has 
caused the national banks to enter into vari- 
ous fields of activities and brought about cer- 
tain abuses. 

The increasing encroachment of the Fed- 
eral Government on State Government is of 
course a strong argument against the fur- 
ther centralization of financial interests. 
The primary function of commercial bank- 
ing is to extend short term credits, and the 
problems involved do not differ greatly in 
one section of the country from another and, 
therefore, greater uniformity is desirable. 
One of the great difficulties in this country 
is there is no clear differentiation among the 
various financial institutions and the sooner 
commercial banking is confined strictly to 


commercial activities, trust companies to 
trust activities, investment banking to in- 
vestments, mortgage banking to mortgage 
banking, the better it will be for the people 
at large as well as the financial institutions 
involved. 

Since supervision of commercial banking 
is an established policy, its unification under 
federal control would not be without many 
advantages; however, without able experi- 
enced management, regulation, no matter how 
exacting, will prove inadequate. 

Thought should be given to the continua- 
tion of fiduciary institutions, such as trust 
companies and other financial organizations 
under the state laws, since in connection with 
property and fiduciary relationship there is 
great variety of laws in the various states. 


NEED OF MORE COMPETENT 
BANK SUPERVISION AND 
EXAMINATION 


R. M. HANES 
[ President, Wachovia Bank and Trust Company, 
Winston-Salem, North Carolina 

In reply to your letter of April 9th, I must 
admit that I rather lean to the view of con- 
centrating banking supervision under federal 
authority, or under some competent authority 
that would force a more rigid examination of 
banks and a much more intelligent manage- 
ment of them than has been true in the past. 
Many good banks have been tremendously 
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criticised and have lost a lot of business in 
the past because of some competitor who 
has been running on an unsound basis. The 
good bank in many cases has ‘been absolutely 
unable to protect itself against slanderous 
and detrimental statements, and only at 
times like these that we are passing through 
shows the wisdom of the policy that the 
good bank has pursued, and probably, in 
some small way, puts it back into the good 
graces of the public. 

In this state we have a great many very 
small banks which have been very badly 
managed and which have needed a much 
stricter supervision than they have had in 
the past. I realize the dangers that prob- 
ably attend a centralization of power in 
Washington, or in any board, but certainly 
the conditions as they have been are very 
bad, and we are of the opinion that they 
might be improved by having some one in 
authority make the banks live up to certain 
approved standards. 


OBJECTIONS TO CONCENTRATION 
OF BANKING POWER AT 
WASHINGTON 


PERCY H. JOHNSTON 
President of Chemical Bank and Trust Company 
of New York City, and Chairman Banking and Cur- 
rency Committee, Merchants Association of New York 

I think it would be a great mistake to 
place all our banking under the control of 
the Federal Government. I view with ap- 
prehension the continued concentration of 
power in Washington. We are not going to 
bring about good banking by any such con- 
centration. With the upset conditions of the 
country it is a poor time to be making 
changes of any character. 

It is too much to hope that good bank- 
ing can be brought about by legislation. 
After thirty-five years of banking experi- 
ence (six years as national bank examiner) 
I am convinced more laws will not effect a 
cure. Strict rules and careful discrimination 
in the granting of charters will go a long 
way. We have had too many banks and too 
few bankers. 


OBJECTIONS TO COMPULSORY 
UNIFICATION 


EDMUND PLATT 
Vice-president Marine Midland Group of Banks and 


former Vice-governor of Federal Reserve Board 

Governor Eugene Meyer of the Federal Re- 
serve Board has twice recently referred to 
the desirability of “a unified system of bank- 
ing under national supervision,” and in his 
Senate testimony on the Glass Banking Re- 
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form Bill in April he declared that such a 
system “is essential to fundamental banking 
reform.” He also stated that the Federal 
Reserve Board is studying the subject and 
intimated that it would make recommenda- 
tions in due time. 

Now, so far as commercial banking is con- 
cerned it seems to me that it clearly is de- 
sirable to have a uniform system instead of 
49 different systems. At the same time it 
seems to me it would be desirable to have 
trust companies function separately and un- 
der state control, as most trusts are neces- 
sarily administered under state laws. I have 
always been a little doubtful about the wis- 
dom of giving trust powers to national banks. 

It will be interesting to see what kind of 
recommendations the Federal Reserve Board 
may make for a unified banking system. The 
thing is not impossible and various rather 
drastic provisions such as taxing all the 
checks of non-member state banks in inter- 
state commerce have been suggested, but 
most of them seem to me to be impractical 
even if constitutional and I doubt if the state 
bankers have anything to worry about so far 
as the immediate future or even the next 
few years are concerned. 

Some progress in the direction of unifica- 
tion, nevertheless, should be made, bearing 
in mind all the while that after all good 
banking is not made by law or even by super- 
vision. I am heartily in favor of the branch 
banking provision of the Glass Bill which 
would enable nation..1 banks to establish 
branches throughout states regardless of 
state laws and under certain circumstances 
where banks are located near state bound- 
aries across state lines to the extent of fifty 
miles. This would, it is true, for a time give 
national banks a privilege not enjoyed by 
state banks in the majority of states but 
only for a short time. Business men I think 
everywhere are becoming convinced that we 
must have branch banking if we are to have 
safe banking service in the smaller communi- 
ties and it is useless for bankers longer to 
resist. In our own state of New York sev- 
eral branch banking bills were before the 
last Legislature and though not pressed had 
considerable support. The same thing is true 
of other state legislatures, and the statement 
has been made that the only reason why these 
bills were not pressed was because they were 
awaiting national legislation. 

It has been said that state banks could 
not cross state lines with their branches and 
in that way at least national banks would 
have a monopoly. Perhaps so for a short 
time, but there is nothing to prevent state 
banks from establishing branches in other 
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states if both states give them the privilege. 
In Philadelphia there is at the present time a 
branch of a bank in Camden, N. J. (First 
Camden National Bank & Trust Company). 
This was established many years ago when 
the parent bank was a state bank. Then there 
is The Bank of California with its branches 
in Portland, Oregon, Tacoma and Seattle, 
Washington. This is now a national associa- 
tion but the branches were established when 
it was a state bank and were in existence 
for many years while it was a state bank. 

Now to come down to more recent times. 
When I was a member of the Federal Reserve 
3oard the Citizens and Southern of Savan- 
nah, Ga., then a state bank, desired to estab- 
lish a branch in Charleston, S. C. South 
Carolina was willing. but the Federal Reserve 
Board was not and a valuable opportunity 
to demonstrate what could be done was lost. 
The Citizens & Southern then had branches 
in Atlanta, Augusta, Macon and Valdosta. 
When the Federal Reserve Board refused 
permission for further branches and when 
the McFadden Act was passed in 1927 pro- 
hibiting further branches outside city limits 
to banks that were members of the Federal 
Reserve System, the Citizens & Southern be- 
came a national bank. It established a hold- 
ing company, however, and continued to con- 
trol the Charleston bank which should have 
been made a branch. 

If the Glass Bill becomes law branch bank- 
ing will convert into branches through con- 
solidation many of the small state banks, 
some of them too small to be eligible for 
membership in the Federal Reserve System 
at the present time. This will not only make 
for greater safety for depositors and for the 
protection of stockholders from the double 
liability assessments. but will be an impor- 
tant step toward unification. In my opinion, 
it is about as far as we need to go and be- 
sides preventing future bank failures it may 
solve most of the difficulties due to the so- 
called dual system of banking. At present 
Tam not at all convinced that any arbitrary 
efforts for the purpose of compelling unifica- 
tion should be made. 


DEFENSE OF DUAL AND INDE- 
PENDENT BANKING SYSTEM 


CHARLES F. ZIMMERMAN 
President of the First National Bank of Huntingdon, 


Pa., and Secretary Pennsylvania Bankers Association 

The most radical legislative proposal ever 
Made respecting the heretofore accepted 
meihods under which modern banking is 
conducted in the United States, is wrapped 
up in the brief and apparently more or less 
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Section 21 of the Glass Bill, 
now before Congress. This section relates to 
forcing upon the American public, branch 
banking by federal statute regardless of state 
laws and of local sentiment and local busi- 
ness conditions. There has never been a time 
when federal branch banking legislative pro- 
posals have deserved so well to be dealt 
with separately on their merits as at pres- 
ent when we are experiencing a great deal 
of confused public thinking on the subject. 
One is tempted to lay at the feet of both 
the House and Senate sub-committees at 
Washington, under whose auspices hearings 
on branch banking have been held, the fact 
that they have shied away from every major 
issue centering in the two following vital 
points within the field of their investigations : 


unimportant 


(a) The extent to which all recent combi- 
nations of banks have been predicated 
upon promotion pure and simple, with 
the ultimate purpose of obtaining en- 
abling branch banking legislation at 
Washington; and 
The intimate facts surrounding the 
growth and conduct of our largest state- 
wide branch banking system in America. 

In the last analysis the merit or demerit of 
the recent feverish program of concentration 
of banking capital and control of banking 

(as contrasted to local self-realiz- 

ing banking) must depend upon fair, open 

and candid answers to these two lines of 
inquiry. The hearings at Washington from 
beginning to end, leave the impression that 
both committees failed dismally in finding the 
full-rounded truth which to all intents and 
purposes they were seeking. Just recently, 
however, there has been enough of an at- 
tempt made to “crash the gates” for en- 
abling legislation, to satisfy even the most 
trustful and unsuspecting mind. 

Notwithstanding all of the testimony de- 
duced at Washington at the hands of big 
bankers and our banking leadership there, 
we have every reason for accepting the fol- 
lowing platform on which our country's fu- 
ture banking structure should be built: 

1. Protection of the dual system of indepen- 
dent banks, state and national, as the 
safest banking system for the United 
States of America. 

Preservation of the unit bank as a ¢ar- 
dinal principle on which all banking leg- 
islation—state and national—should be 
based. 

Strengthening of the Federal Reserve 
System through membership therein of 
all state chartered banks and trust com- 
panies having commercial departments 
and to that end having Congress liberalize 


processes 
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somewhat the conditions of Federal Re- 
serve bank membership. 

Enactment of laws, both state and fed- 
eral, such as will segregate unit banks, 
members of a group or chain, so as to 
guarantee adequate supervision, both 
state and national, according to territorial 
location. 

Adoption by the several states interested 
in preserving the unit bank of a statute 
recently adopted by the State of New 
Jersey (governing corporate ownership of 
stocks of banks, trust companies and na- 
tional banks) as a guarantee against the 
designs of promoters in the field of bank 
holding corporations. 

A broadminded attitude of mutual co- 
operation between state banking depart- 
ments and the office of the Comptroller of 
the Currency, so that greater uniformity 
in corporate organization of banks and 
in the methods of supervising them, may 
promote sound banking everywhere. 

To follow any policy whatever based upon 
a breakdown by the Federal Government of 
the autonomy of state laws respecting branch 
banking would not only be lacking in vision 
from a practical standpoint but would also 
result in confusion being hopelessly con- 
founded for years and years to come. 


FEDERALIZATION OF ALL BANK- 
ING RESTS WITH THE PEOPLE 


J. N. PEYTON 


Commissioner of Banks, State of Minnesota 


I believe that the final decision as to 
whether it is most desirable to concentrate 
the banking supervision of the country under 
federal authority, or to have it subdivided in 
its present form, must rest with the people 
themselves. As long as the supervision is 
sound and impartial, I see no objection to 
federal supervision of all financial institu- 
tions. 

If the people of the several states think 
it is to their advantage to take this added 
step toward centralization of power, then 
there is no sound reason to oppose the move- 
ment, as it is an indication that the public 
mind has adapted itself to a federal point of 
view. If, however, the individual people of 
the different states feel that it is advisable 
to maintain the old theory of state’s rights 
to the extent of retaining supervision of 
state banks, it is evidence that the public 
mind is still too individualistic to surrender 
a power which is constitutional, and in that 
case it is not desirable. 

A question of this kind must necessarily 
rest with the people of the individual states, 


and would doubtless be settled with some 
regard to the efficiency of the particular or- 
ganization in the state in question. A state 
that had desirable laws regulating financial 
institutions and an efficient department to 
enforce them would be less liable to favor 
centralization of supervision than would a 
state not so happily situated. 

Many advantages to single federal super- 
vision are immediately evident. Disadvan- 
tages, which should receive just as much con- 
sideration, are not so immediately evident, 
but of course, they will receive the full light 
of day before the several states surrender 
any such constitutional right as this. 


STATE BANKING SUPERVISION 
SHOULD BE RETAINED AND IM- 
PROVED 


M. E. BRISTOW 


Commissioner of Insurance and Banking of the State 
of Virginia 

I am opposed to the elimination of state 
bank supervision. In the first place it as- 
sumes that national banking supervision is 
superior to the state banking system, which 
is certainly not correct in all cases. In some 
cases it may be so. 

In all of the discussions regarding bank- 
ing the principal factor seems to be lost 
sight of or else so obscured by other matters 
as to be kept in the background. The real 
cause of most of our bank failures has been 
due to the fact of being overbanked. And 
being overbanked we have brought into the 
business a lot of men who have not been 
properly equipped for their responsibilities. 
Under these conditions it should not be sur- 
prising that we have had numerous bank 
failures. I regret very much having to state 
that in Virginia we did not provide any dis- 
cretion over the organization of new state 
banks until four years ago and we were prob- 
ably not as badly overbanked as some other 
states. 

Wherever this condition exists, time and 
circumstances alone can effect a cure and we 
shall have to worry along until supernume- 
rary banks are eliminated or banking needs 
absorb the facilities offered. The tendency 
to overbank is further complicated by in- 
corporating a large number of banks with 
insufficient capital. Until a few years ago 
$10,000 was our minimum, which was raised 
to $15,000 and later to $25,000. Our last 
Legislature raised our minimum to $50,000. 

I am also opposed to that provision in the 
Glass banking bill which would permit na- 
tional banks to have branches beyond state 
lines and I hope that if the bill is enacted 
into a law, this may be eliminated. 
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DUAL FEDERAL AND STATE BANK- 
ING SYSTEM SHOULD BE PRE- 
SERVED 


JOHN S. ROSSELL 
Chairman of Board, Security Trust Company of 
Wilmington, Delaware 

In answer to yours of April 9th, I beg to 
state that in my opinion, no legislation should 
be passed that will destroy the present dual 
system of federal and state banking super- 
vision. At the same time, I feel very firmly 
that we do need a more rigid regulation of 
banking practice, in all its relations, and it 
is gratifying to know that there is a hopeful 
movement in this direction. 

I am especially interested in advance state 
legislation. Delaware has taken steps [to 
bring this about, and I look forward to the 
next session of our General Assembly to pass 
a thoroughly progressive measure. Any leg- 
islation on banking should have for its pri- 
mary object the protection of deposits and 
regulation of loans and discounts, and the 
purchase of investments to the end that the 
interest of the stockholders may be faith- 
fully conserved. Let us hope that out of our 
present troubles this improvement may be 
one of the pleasing results. 


ADVANTAGES TO BE DERIVED 
FROM MORE COHESIVE AND UNI- 
FIED BANKING SYSTEM 


(From a Chicago Bank Official) 


It would seem that in this time of depres- 
sion and emergency the fact is borne in on 
us that we should have a cohesive and uni- 
fied banking system. As it is, we have some 
20,000 individual banks operating under one 
federal system or forty-eight different state 
systems, and it is almost impossible to get 
any unified policy or action therein. In 
England, for example, there are four or five 
great banks which work very closely with 
the Bank of England, and even the private 
banking houses follow generally along poli- 
cies determined by the Bank of England. 
During the years when we were lending so 
much to Europe, we had no general policy or 
understanding, but large numbers of bank- 
ing houses and banks were competing with 
each other in offering money to European 
countries and enterprises, much of it being 
unwisely done. 

In our domestic situation, a majority of 
the banks in the United States are not mem- 
bers of the Federal Reserve System, and it 
1s difficult for member banks to adjust their 
own policies as well as they might if it were 
hot for the competition of the non-member 
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banks, so that it is important not only in 
times of stress but in times of prosperity to 
have some unified policies and methods in 
the banking structure, and under our system 
it seems to be impossible to accomplish this 
excepting in a comparatively small degree. 

I therefore think that there is a great deal 
to be said for some single control of the 
entire banking system and that control 
should be effective enough so that there could 
be not only more intelligence in the opera- 
tion of the individual banks but a more con- 
certed policy which they could jointly pur- 
sue. 


IMPORTANCE OF SINGLE JURIS- 
DICTION OVER BANKING 


JOHN W. BARTON 


Chairman, Central National Bank, Minneapolis, 
Minn., and former president of National Bank 
Division, American Bankers Association 


I believe it would result in great advan- 
tages to place our banking system under a 
single jurisdiction. I have not changed 
views previously expressed advocating a sin- 
gle jurisdiction for all commercial banking 
and am glad to note that Washington is giv- 
ing this suggestion as well as branch banking 
serious consideration. In expressing my view 
on the subject as president of the National 
sank Division of the American Bankers Asso- 
ciation at the convention in Cleveland in 
1950 and later amplified in an article in 
Trust COMPANIES Magazine I stated my po- 
sition, in substance, as follows: 

“The law under which the banking busi- 
ness of the country is operated from forty- 
nine sources—the Federal Government and 
the forty-eight states creates lack of uni- 
formity and many elements of conflict, 
the source of the major controversial issues. 
Is it not time to consider a fundamental 
change in the interest of common efficiency 
and sound uniformity, which involves the 
question of bringing all banking under a 
single jurisdiction?” 

Banking business is interstate in character. 
Even the smallest bank existent is not so 
local in character as to be without some con- 
tacts outside its own state, while the larger 
banks do business, which while centralized 
in major volume at home, extends neverthe- 
less, in some degree, to every state in the 
Union. We should, in fact, apply to all 
banking a control and supervision by the 
Federal Government comparable in some de- 
gree to the jurisdiction over other great 
basie industries of the Interstate Commerce 
Commission. 

It is vitally important to the people as 
a whole that in future times of great pros- 
perity and expansion there can be exercised 
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a kind of control that will not permit the 
overpopulating of any section of this country 
with more banks that can be operated profit- 
ably under normal conditions. Also by sin- 
gle jurisdiction and the application of sound 
fundamental policies to all banking there 
would be such control as would eliminate the 
unsound practices which under our present 
dual control cannot be reached (a kind of 
legalized competition permitting overexpan- 
sion, resulting in failures which tend to de- 
stroy public confidence in all banking.) A 
countrywide sound banking structure is of 
the greatest importance in coping with a 
business depression. It is equally impor- 
tant in periods of hectic prosperity and 
should prove effective in keeping us from 
getting off a safe balance at such times. 


DEPARTURE FROM DUAL BANK- 
ING SYSTEM WOULD BE DIS- 
TURBING FACTOR 


NATHAN ADAMS 
President, First National Bank in Dallas, Texas 


I believe that the power of the Federal Re- 
serve System over banking at the present 
time is quite sufficient and that any additional 
power would be detrimental to this country. 
I believe any change from the dual system 
would be radical and probably be a disturb- 
ing factor in the financial scheme of Amer- 
ica. I do believe, however, that the banks 
of this country should be under the super- 
vision of the government and that the trust 
companies should be under the supervision of 
the State Banking Departments. 


UNIFORMITY OF BANKING SU- 
PERVISION IS DESIRABLE 


DR. H. PARKER WILLIS 
Former Secretary of the Federal Reserve Board, 
Washington, D. C. 

It has already been seen and admitted by 
forward-looking men that the first and great 
commandment of banking soundness in this 
country will be the ending of the century- 
long conflict on banking oversight between 
the states and the central government. Some 
one self-consistent policy must control; and 
it requires no sage to see that this policy will 
be most easily attained through the transfer 
of power over banking legislation to the Fed- 
eral Government. 

Lacking such a formal transfer, there must 
be found some means of agreement between 
the state legislatures and the federal au- 
thority whereby there will be uniformity of 
action and oversight, and whereby all banks 
will be affiliated with our federal system on 
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terms helpful to them. Without this step we 
shall go on with the conflict between grades 
of government, with the attempt on the part 
of the states to tempt banks away from their 
federal charters, with the effort of national 
administrators to draw them back by laxity 
in law or in administration, with the craven 
fear on the part of the Federal Reserve Sys. 
tem lest it lose members through uprightness 
of administration, and with other elements of 
profound weakness that must ultimately 
bring even more complete disorganization 
than that now existing. We might attain the 
desired unity by a constitutional amendment 
that would vest all power over banking in 
the Federal Government—this then to be 
followed by complete revision of present 
enactments—or we might get a similar out- 
come through some movement headed by a 
wise and strong President in some future Ad- 
ministration that would bring about identity 
of organization and identity of action on a 
code of uniform banking legislation. 


EXTENSION OF FEDERAL CON- 
TROL NO GUARANTEE FOR 
BETTER BANKING 


R. S. HECHT 
President, Hibernia Bank & Trust Company of New 
Orleans and Chairman Economic Policy 
Commission, A. B. A. 


Admittedly the Federal Reserve authorities 
should have broad powers of supervision over 
the general financial policies of banks and 
to some extent over their practical operations. 
But it is extremely doubtful that the enact- 
ment of such a law as now proposed which 
largely centralizes control over detailed oper- 
ating functions of banks in the hands of 
government officials in Washington would 
improve the situation. After all it must be 
remembered that not a few of our business 
leaders and wankers have heretofore ex- 
pressed the view that much of the blame for 
the undue speculation and consequent later 
collapse of 1929 attaches to the “easy money” 
policy of the Federal Reserve Board then in 
office. It matters not whether we agree with 
that criticism, it is mentioned solely to em- 
phasize the fact that officials in Washington 
are no less subject to errors of judgment than 
are bankers in New York or elsewhere, and 
consequently a further increase of the power 
of government officials over the banking 
structure is not necessarily a guarantee for 
better banking. 

On the subject of branch banking the Amer- 
ican Bankers Association has gone officially 
on record at its Cleveland Convention in 
1930 as favoring a limited extension. There 

(Continued on page 550) 
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A VIRILE MESSAGE TO BANKERS AND BUSINESS MEN 


THE CONFLICT BETWEEN ECONOMICS AND POLITICS 


R. PERRY SHORTS 


President, Second National Bank and Trust Comepey of Saginaw, Mich., and Regent of University of 
ichigan 


(Eprtor’s Note: With surfeit of potential wealth, excess of productive capacity and 
with money and credit more abundant than ever before, the one great obstacle to business recovery 
is cowardly fear, according to Mr. Shorts, whose diagnosis of the present economic situation is 
characterized with illuminating facts and strong conviction. He pictures conditions today as 
charged with far greater opportunities than those illusively offered in periods of great prosperity. 
Money used to do all the talking, he says, but now it whispers reverently in the presence of brains 
and scientific thinking. The great conflict of the day, Mr. Shorts avers, is being waged between 
sound economics in domestic as well as international affairs, as against politics dictated by 


selfish motives.) 


URING the past fifty years we have 

had fifteen prosperities and sixteen 

depressions, large and small. Prac- 
tically every one of the depressions was pre- 
ceded by a period of reckless speculation and 
while they were in progress thousands of 
people completely gave up hope. In dura- 
tion these depressions varied from one to 
five years, but four out of the six major de- 
pressions ended within two years. This 
means that we have had opportunity time 
and time again to practice the lessons we 
learned in hard times—and yet most of us 
are just as hard hit in this present depres- 
sion, just as “frozen” in our assets and short 
of “liquid” funds, as we were in all the pre- 
vious depressions through which we passed 
and suffered. 


These irrational ups and downs of business 
would appear to be unnecessary and yet they 
may play a part in nature’s scheme of things. 
We rant and rave against hard times and 
yet one simon-pure depression teaches us 
more sound economic lessons than a dozen 
prosperities. Most of our good investments 
are made in depressions—and most of our 
bad ones in prosperities. A first class de- 
pression “sweats out the fat,” pulls our feet 
down to earth again, and bids us “pause and 
think.” And for the man who has had sense 
enough to save his money, every depression 
is a blessing in disguise. More money can 
be made in depressions than in prosperities— 
by those who have ready cash. Out of every 
depression come new business leaders for 
the headlines of tomorrow—men who saw 


and seized opportunities when they appeared. 
Furthermore, most of our personal vices are 
acquired in prosperities and most of our 
virtues in depressions, 


Fail to Keep Production and Consumption 
on Even Keel 

And so the old world rolls along from one 
generation to the next—up hill and down hill, 
through good times and bad times—teaching 
us time and time again the wisdom of thrift 
and the folly of extravagance; and yet in 
spite of all these signs and signals—these red 
lights and green lights—and all the warnings 
which history proclaims, the great mass of 
business men finally wind up their careers 
with wrinkled brows and hardened arteries 
and barely enough financial resources to pro- 
vide for their own families. Isn’t it strange 
that we don’t seem to learn anything? 

These distressing business cycles are large- 
ly due to the simple fact that we fail to keep 
production and consumption on an even keel. 
National depressions strike us about every 
thirteen to twenty years (but they may be 
accelerated by intervening wars)—and their 
duration in case varies with the amount of 
our surpluses when they start. We business 
men use about the same intelligence in busi- 
ness as the old farmer did in feeding his 
hogs—he stuffed them one day and starved 
them the next, and when asked for an ex- 
planation, he replied: “Well, I always like 
my bacon to have a streak of fat and a streak 
of lean.” During the past ten years too much 
brains have been expended on how to pro- 
duce goods and too little on how to sell them. 
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Statistics show that our people make 80 per 
cent of all their purchases regardless of eco- 
nomic conditions—and it’s the other 20 per 
cent that makes business prosperous or de- 
pressed. So sensitive is business that the 
difference between good times and bad times 
in America today is only the expenditure of 
an additional $2 per week per capita. 


Surfeit of Potential Riches 

Our great problem today is that we pro- 
duce more than we consume. Even in our 
most prosperous times, America cannot con- 
sume 80 per cent of what it can produce. 
For 100 years we have kept our country pros- 
perous by trading chiefly among ourselves in 
a rich territory of forty-eight states extend- 
ing 3,000 miles from the Atlantic to the Pa- 
cific—the greatest free-trade area in all the 
world. But we have overdone it, and now 
our best chance for extended prosperity lies 
in our ability to sell our surplus goods 
abroad. From now on world markets are 
essential to us if we want to run to capacity. 

Years ago when we were a debtor nation, 
tariffs and trade restrictions against foreign 
goods helped us to build up our industries 
and pay our foreign debts, but now condi- 
tions have changed and we stand out as the 
greatest creditor nation on the face of the 
earth. If statistics are right that we now 
produce 40 per cent of the world’s coal, 54 
per cent of its copper, 52 per cent of its lum- 
ber and 70 per cent of its petroleum, and 
still have only 6 per cent of its population 
to consume these products—just how are we 
going to get rid of all this surplus production 
unless we sell it abroad? No longer can we 
build a tariff wall around us and live unto 
ourselves. Isn’t it plain to see that as the 
biggest seller nation in the world, we can- 
not force down the buying power of our for- 
eign customers without injuring our own 
business? We need this foreign buying to 
maintain our own prosperity and at the 
same time give prosperity to our foreign 
customers. 


Conflict Between Economics and Politics 

We can no longer prosper independently of 
other nations—as we were able to do fifty 
years ago—because we have no tin, no nickel, 
coffee, tea, rubber and a host of other prod- 
ucts which are essential to us today—nor 
can we consume what we produce. We cannot 
make a telephone or an electric light without 
the use of foreign materials. We can’t even 
make steel without the assistance of forty 
different commodities imported from fifty- 
seven different countries. How long would our 
industries thrive without a locomotive, an 


TRUST COMPANIES 


automobile or an airplane? Our own War 
Department tells us that we cannot even 
conduct a war without the aid of thirty spe- 
cific materials which have to be purchased 
abroad. Our independence is a thing of the 
past—if we want to run our plants full blast. 

A great conflict is now being waged be- 
tween economics and politics—between busi- 
ness men and politicians—and this applies 
all over the world. The commercial depend- 
ence of one nation upon all others makes 
our economics world-wide in scope—whereas 
politics is always selfish and national. Eco- 
nomics preaches “Live—and help live”’—and 
politics retorts ““‘We first—and others after.” 
Our present world-wide depression has been 
brought about (as Sir George Paish, the 
great English economist has said) because 
politics, totally ignoring the economic inter- 
dependence of nations, has selfishly dictated 
a policy of trade restriction—thereby cur- 
tailing the prosperity of all nations and pre- 
venting debtor nations from paying their 
debts. 

Fosdick recently pointed out how Switzer- 
land, a small land of watchmakers, has been 
shipping about eleven million dollars worth 
of watches into the United States every year. 
Our recent tariff law suddenly closed the 
factories and almost ruined the chief indus- 
try of this little country 3,000 miles away. 
“A small group of politicians in Washington 
steeped in ignorance and cigar smoke (not 
a single economist among them), decreed that 
Switzerland’s main industry should shut 
down.’ This is all wrong. Our records show 
that Switzerland has been buying forty mil- 
lion dollars worth of goods from us per year. 
With her principal industry now in distress, 
just how can she buy goods from American 
manufacturers today even if she feels so in- 
clined? This may be good politics, but it is 
poor economics. 


Must Revise Our Foreign and Tariff Policies 

The time has come when we must change 
our foreign policy and guide our trade restric- 
tions by a realization that our own prosperity 


depends upon the prosperity of others. There 
is no other way. Sellers can’t sell unless 
buyers can buy. Furthermore, American 
manufacturers are aggressive men, and if an 
unreasonable American tariff drives off the 
foreign customers for their surplus goods, 
they will reduce their home production to 
meet domestic demands and then operate fac- 
tories abroad under American production sys- 
tems to hold this foreign trade. Henry Ford, 
General Motors and over 1,200 other Ameri- 
can manufacturers have already done this 
very thing. This means that they are hold- 





TRUST 


ing their foreign business not by exporting 
American goods, but by exporting American 
brains—which plan would not disturb us 
except for the fact that goods produced in 
foreign countries are not produced in the 
United States. Here again is a conflict be- 
tween politics and economics. 

Commerce is an international thing—like 
literature and music and science and art— 
and it cannot be restrained by unreasonable 
political barriers without injury to the wel- 
fare of mankind. Prosperity is contagious. 
A new warehouse in Amsterdam calls for 
a new dock in New York—and a healthy 
prosperity in Brazil or France or Canada 
spreads its beneficent influence into every 
country in the world. Prosperity must be 
general if it is to endure. 


New Kind of Scientific Research 

A new kind of scientific research is in the 
making. It will have no interest in chem- 
istry or manufacturing—but will devote it- 
self to the broader fields of establishing prop- 
er balances and controls between politics and 
economics. Scientific planning is what we 
need today. Of what use are all our much 
touted mass producing machines if we can’t 
sell their products—and how can we sell 
their ever increasing output unless some great 
international plan can be worked out which 
will permit a steady flow of goods from the 
places they are made to the places they are 
needed? Something is wrong with the econ- 
omic program of mankind when one country 
may be surfeited with goods while another 
is starving for them—and that “something” 
is “politics”. Some day, some way will be 
found to bring politics and economics into 
constructive accord. 


And when that happy day arrives—and 
it is rapidly on the way—when the products 
of the soil and the sea from whatever land 
or ocean are made available to all the world; 
when the nations of the earth shall work 
together to aid and encourage the scientific 
interchanges of products on a basis of equity 
and fair play; when the commercial distress 
of one country shall be instantly accepted 
as the concern of all—then will politics rise 
to the high plane of true economics and hand 
in hand they will permanently bless and 
benefit mankind with both peace and plenty. 


Hastening the End of Depression 
As to the present depression, I believe that 
it is on its last legs, bumping up and down on 
the bottom, and that the next marked turn 
in business will be upward. Our financial con- 


dition is most favorable. Money is plentiful 
and cheap, whereas at the end of all previous 
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depressions, money was both scarce and ex- 
pensive. We now have both the liberalized 
Federal Reserve System and the Reconstruc- 
tion Finance Corporation back of us—power- 
ful stepping stones we never had before. 
These favorable conditions, coupled with the 
additional fact that 54,640 weak competitors 
in all lines of business have been wiped off 
the slate in the past two years, make it ap- 
parent that every sound business man will 
have unheard of opportunities to reap a rich 
reward. 

The best way to hasten the end of this 
depression is for every family to begin at 
once to live within its income. Debts play 
a big part in bringing on depressions. The 
man who doesn’t owe anything today is “sit- 
ting pretty.” Through installment selling we 
induced the public to go into debt and pro- 
long our last prosperity—and now we find 
these very debts are prolonging our present 
depression. Some approve of selling luxuries 
on the installment plan, but the fact remains 
that this practice has forced the present de- 
pression deeper down into the masses of our 
people than ever applied before. 

Urging people to buy goods now is a con- 
structive service—but the buying should be 
done by the people who have the money and 
not by those who are already in debt. You 
ean’t lift yourself up by your bootstraps. You 
can squander yourself into bankruptcy, but 
not into prosperity. No man can become 
prosperous by spending more than his in- 
come—and this applies to nations and states 
and cities as well. This is a good time to 
buy goods because the depression has forced 
them down below normal values. A wisely 
spent dollar today is worth about $1.50— 
whereas a dollar saved today is probably 
not worth over 75c. Things look far brighter 
for America today than they did three years 


ago. 


Fear Has Filled the Land with Cowards 

It is strange but true that public confi- 
dence is about nine times as important in 
producing prosperity as money. Confidence 
creates credit and about nine-tenths of all 
business is done on credit. The growth of 
American business is but the history of the 
growth of mens’ confidence in one another— 
until now in normal times about 90 per cent 
of our country’s eighty billions of dollars of 
business per year is done, not by the exchange 
of money, but by the exchange of little paper 
bank checks and notes on which honest men 
sign their names—and every check, every 
note, and every promise to pay is confidence 
in the form of credit. And so we see that 
in normal times, for every dollar in circula- 
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tion, about ten dollars of business is gained 
—and likewise, in depression times, for every 
dollar “hoarded”’ about ten dollars of busi- 
ness is lost. Industry cannot prosper until 
credit is restored—and credit cannot be re- 
stored until this hoarded money is put back 
into sound banks or otherwise into circula- 
tion again. We hear too much about banks 
these days, but don’t forget that cash de- 
posited in sound banks is the only investment 
in the world that has not been depreciated by 
this depression and is still worth 100 cents 
on the dollar. 

As a matter of fact, one of our greatest 
stumbling blocks to recovery right now is 
not foreign loans or railroads or banks or 
any other economic problem. It isn’t even 
anything we can see or hear or taste or smell 
—but just plain, unreasonable, cowardly fear 
in the minds of our people. Our worst trouble 
is in our heads. Fear has filled our land 
with cowards—-not fear of what has actually 
happened, but of what may possibly happen 
next month, next year. 

Where is all our much advertised American 
‘initiative’ of which we have bragged so 
much? Our vision is blurred and we are 
groping in the dark. Life insurance statis- 
tics prove that if all of the thousands of 
prospective suicides would only postpone kill- 
ing themselves for another week, 90 per cent 
of them would never commit suicide at all— 
because that which they fear is going to 
happen never actually occurs. Hundreds of 
sound banks have recently been closed by 
the unjustified fear of their own depositors— 
paralyzing whole communities and adding 
new burdens to the backs of the poor, A 
“money hoarder”’ or a “rumor spreader” in 
times like these is a “traitor”? to his home 
town and ought to be quarantined and chlor- 
oformed. 


Spreading Constructive Economic Gospel 


And what is the sense of it all? What 
is there to be afraid of? Why should we 
worry about war debts when even if they 
were all cancelled our annual income would 
be reduced by only $2 per person? Why fret 
any more about bank failures when over 20,- 
000 of them are still doing business and if 
they were strong enough to survive the past 
two years on their own resources they cer- 
tainly should be able to “ride out the storm” 
with the United States Government now 
standing ready to help them? It is distress- 
ing of course to think about the four or five 
million men now unemployed, but how about 
the thirty-six million men who are still at 
work? Everybody talks about the farmers 
who can’t pay interest on their mortgages— 
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but we hear little about the fifty-eight out of 
every one hundred farms that are not mort- 
gaged at all. 

Let us then consider it our patriotic duty 
to spread some constructive economic gospel 
among our people. Fear always comes from 
ignorance—and here we are spending over 
three billions a year on education. Let us 
put all this fear behind us and thank God 
for the great wealth and stability of our 
country. No other nation in the world is 
even half as well off as we are. Our life in- 
surance assets alone amount to more than 
all of our Government debts put together. 
What do we know about trouble? Our com- 
modities are low, our manufactured goods are 
low, our securities are low, our real estate 
is low, and in addition tto this perfect “set- 
up” for a rapid revival of prosperity when 
the tide turns, we have unlimited natural 
resources, unlimited money, unlimited brains, 
and the highest credit rating in the world. 


Marching Through Every Depression 

We American business men should hold our 
confidence and our courage on a high and 
steady plane. We know that business pros- 
pects are always overestimated in prosperi- 
ties and always underestimated in depres- 
sions and we should not, therefore, permit 
either unfounded optimism or groundless pes- 
simism to swerve us from a sane and solid 
course. Seven times during the past ninety 
years has our country been seemingly ruined 
by depressions—and the painful symptoms 
were always the same—bank failures, un- 
employment, breadlines, bankruptcies and 
foreclosures in 1837, ’57, ’73, ’93, 1907, ’14 and 
°20. But we also know that America has a 
100 per cent record of marching straight 
through every depression to new record peaks 
of prosperity—and that our country today 
is sounder and stronger and richer than ever 
before and stands foremost among all of the 
nations of the earth in the promise of future 
growth and development, 

The one big lesson to be learned from this 
little study is the simple fact that scientific 
thinking has at last become the first essen- 
tial of the successful business man. Money 
used to do all the talking, but now it whispers 
reverently in the presence of brains. The 
handwriting on the wall is appearing again 
today—but only they who have brains enough 
to understand its meaning can see better 
times ahead for American business. There 
never was a time when the opportunities for 
young men of brains were so alluring as they 
are right now—and never a time when ability 
was in such demand. Back of every success- 

(Continued on page 498) 
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THE JUDICIAL ATTITUDE AS TO RESPONSIBILITY OF 
TRUSTEE IN HANDLING TRUST INVESTMENTS 


EXERCISE OF SOUND JUDGMENT IN RETENTION OR 
SALE OF NON-LEGALS 


DAVID F. LEE 
Member of the Bar, Binghamton, New York, and former Justice of the Supreme Court of New York 


(Epitor’s Note: The attitude of members of the judiciary as regards the duties and 
responsibilities of trust companies and banks in the administration of trusts and especially 
in handling trust investments is always a matter of keen interest to corporate fiduciaries. Not- 
withstanding the vagaries of some recent rulings which would attribute superhuman qualities 
of prescience to corporate fiduciaries, the prevatling position of the judiciary in dealing with 
fiduciary accountings is to hold them to reasonable exercise of prudence and sound judgment, 
stressing the conservation of principal rather than speculating for the purpose of enhancing 
principal or income even when authorized to exercise discretion.) 


ITH the present financial condition 

of the country it is interesting at 

this time to discuss the liability of 
corporate fiduciaries under certain circum- 
stances. Under the law of New York State 
it is the duty of a trustee that he shall have 
the highest good faith in the execution of 
his duties as such trustee, and under no 
circumstances should there be any conflicting 
personal interests between the trustee and 
the person for whose benefit the trust is 
made. Great strictness is required of a 
trustee in his dealings with an estate. In 
an early case Chancellor Kent enunciated 
the rule in the following terms: 


“It may be here observed, as a general rule 
applicable to sales, that when a trustee of 
any description, or a person acting as an 
agent for others, sells a trust estate, and 
becomes himself interested, either directly 
or indirectly in the purchase, the cestui que 
trust is entitled, as of course, to his elec- 
tion to acquiesce in the sale. A person can- 
not act as agent for another and become 
himself the buyer. He cannot be both buyer 
and seller at the same time, or connect his 
own interest in his dealings as an agent or 
trustee for another. It is incompatible with 
the fiduciary relation. The rule is founded 
on the danger of imposition, and the pre- 
sumption of the existence of fraud, inacces- 
sible to the eye of the court. The policy of 
the rule is to shut the door against tempta- 
tion, and which, in the case in which such 
relationship exists, is deemed to be of itself 
sufficient to create the disqualification.” 


Strict Rules Governing Trustee 

The rule which I have just stated seems 
to be the rule that is followed by every text- 
writer and most of the decisions in this 
state in which this subject has been one of 
the questions involved. It is a position of 
trust and confidence that a trustee holds. The 
trust property is vested in him as far as the 
title is concerned, and usually under the 
powers of trust he has control and manage- 
ment of all the property of the trust estate. 
Many times the beneficiaries of the trust are 
children, women or persons who by reason of 
their past history are unable to protect their 
own interest. It is for these reasons that 
the weak and helpless should be protected ; 
and to prevent trustees from using their trust 
position for personal gain, they are prevented 
from going into the hazards of speculative 
investing, and the rules are strict as against 
any trustee making any personal profit by 
reason of his office. One reason for this is 
that all the power and influence of the trus- 
tee should be used for the advantage and 
benefit of those for whom the trust is made. 
If any other rule were permitted trust es- 
tates would be unsafe. Hence, the courts 
have established the rule that under equitable 
principals all profits that a trustee makes 
for his own benefit out of the trust estate 
belong to the cestui que trust. 


Well Defined Duties Governing Investments 

A trustee in making investments for a trust 
estate has certain well defined duties. Under 
Section 111 of the Decedent’s Estate Law of 
the State of New York, and under Section 
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239 of the Banking Law of the State of New 
York a trustee may invest in certain legal 
investments without running the hazard of 
being charged with any losses as such trus- 
tee. List of such legal securities may be 
procured from the State Banking Depart- 
ment. 

In the field of legal bonds or certain legal 
investments on unencumbered real estate 
there is a wide variance of investments, and 
it would seem not only the proper thing to 
do but the common sense thing to do, that 
every trustee see to it that the trust funds 
of every estate are invested in only invest- 
ments that are known as “legals” in the 
State of New York. However, if a trustee 
does go outside the legal requirements for 
investing trust funds in making investments 
he is held only to the duty to be faithful, 
diligent and .prudent in the administration 
of funds entrusted to him. 

It is true that a trustee is not a guarantor 
of the safety of the securities in his charge 
belonging to the estate, but under the law 
of New York State he is bound to exercise 
such prudence and diligence in the care and 
management of the estate as an ordinary 
prudent man of discretion and intelligence 
would use in his own like affairs. If he 
fails to exercise such sound discretion, or 
if he fails to use good faith and honest judg- 
ment he is guilty of what is known as con- 
structive fraud. In this state, no matter 
what may have been his intentions and mo- 
tives, whether good or bad the law holds 
him liable to the trust estate for any loss 
by reasons of any such investment. 


Dealing with Non-legals 


It frequently happens in connection with 
such trust estates that at the time of the 
death of a testator, he has in his possession 
certain securities that were non-legals. An 
executor’s duties are not discharged by 
merely taking such securities into his pos- 
session. He must diligently inquire and as- 
certain whether or not such investments are 
safe and secure or whether they are growing 
less secure or more secure, and if he does 
not use reasonable care in that respect he 
may be chargeable with any losses caused 
by any depreciation. 

It would seem a fair rule that when a 
trustee has funds placed in his hands which 
are non-legals that he should sell them with 
reasonable dispatch unless he has very sub- 
stantial reasons after inquiry is made to 
believe that such investments would reason- 
ably enhance in value. Of course, a trustee 
should not timidly dispose of securities when 
good judgment would require holding them 
for a short period. No yard stick or meas- 
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‘should do in each given instance. 









ure can be given any trustee as to what he 
Each trus- 
tee should under the circumstances and situ- 
ation under each investment determine 
whether such investment be held or sold. 
Any trustee who uses the funds of the 
estate for engaging in wild speculation is 
surely to be charged with any depreciation 
or losses in connection with such investments, 
The courts of our state in speaking of rea- 
sonable prudence, care and fidelity, state 
that fidelity imports sincere and single inten- 
tion to administer the trust in good faith 
for the benefit of those interested. They have 
further stated that because prudent men may, 
and often do, conduct their own affairs with 
the hope of growing rich, and thereby take 
the hazard of adventures which they deem 
hopeful, that trustees may not do the same, 
because the preservation of the trust fund, 
and the procurement of a just income there- 
from are primary objects of the creation of 
the trust itself, and are to be primarily re- 
garded. 
The Clark Case 


Occasionally under the terms of a will an 
executor or trustee is vested with discretion 
as to investments, he is answerable only 
when he has not acted in good faith and 
used the care and diligence in investments 
which would be exercised by a reasonably 
-areful and prudent person. In New York 
State we have recently had a case which 
has been an interesting one to the members 
of the legal profession as well as those inter- 
ested in trust estates. The Court of Appeals 
of the State of New York in the Clark Will 
ease held that there was no rule of -law 
which compelled a court to hold that an 
honest trustee is liable to make good the loss 
sustained by retaining an authorized security 
in a falling market, if he did so honestly 
and prudently in the belief that it was the 
best course to take in the interest of all 
parties. 

In the Clark case the executor of his will 
was permitted by the terms of his will, to 
retain certain non-legal securities, and in so 
doing the secnrities in question depreciated 
to a large extent in a falling market. 
Although the will permitted the retention of 
the securities in question the law of New 
York State required that they be sold if a 
reasonably prudent trustee or executor would 
have sold same. 

However, in the case in question the court 
stated that one had to look at the facts as 
they existed at the time of their occurrence, 
not aided or enlightened by those which sub- 
sequently took place. ‘The court further 

(Continued on page 524) 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

.. sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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When Congress appointed New York the first seat of the National government, the 
Common Council appropriated “the whole of the City Hall for the accommodating 
of the Federal Government,” and commissioned Major L’Enfant to design the neces- 
sary alterations. ‘| At that time the City Hall stood on Wall Street, directly across 
Broad and Nassau; and L’Enfant had yet to win his chief fame as the designer of 
the city of Washington, D.C. {To help meet the cost of alterations, which ran to 
9,000 Pounds, the Council voted to borrow 1,000 Pounds from the Bank of New York. 
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LONG with its 148 years in Commercial Banking, the 

Bank of New York and Trust Company has an unbroken 
record of 102 years in Trusteeship. It does not offer securities 
for sale, choosing to concentrate its best thought and analysis 
on impartial selection of investments. Trust funds receive the 
systematic attention of the Senior Officers, and the details of 
administration are conducted with every modern facility that 
will promote efficiency and accuracy. : 


BANK of NEW YORK 
and TRUST COMPANY 


Established 1784 
NEW YORK 


CLEA RING HOUSE 48 WaLL Street, NEw York 
MEMBERSHIP 
NUMBER ONE Uptown Office: 


* Madison Avenue at 63rd Street 





RIGHTS OF LIFE TENANTS AND REMAINDERMEN 
UNDER FORECLOSED MORTGAGES 


LAWS AND DECISIONS GOVERNING APPORTIONMENT 


MACLIN F. SMITH 
Trust Officer, Birmingham Trust and Savings Company, Birmingham, Ala. 


(Epitor’s Note: 


The following article acquires timely interest to trust men in view 


of the problems which arise in connection with the respective rights of life tenants and remain- 
dermen in property purchased by trustee at mortgage foreclosure sales for the benefit of the trust 


estate. 


The author devotes special attention to questions raised by the decision in the Tuttle 


case which appears to have established the guiding precedent for most state court rulings. Mr. 
Smith suggests that trust officers might be saved some possible future difficulty by familiarizing 
themselves with the principles laid down in the Tuttle case.) 


HERE has been in past years consider- 

able discussion of the respective rights 

of life tenants and remaindermen with 
respect to stock and extraordinary cash divi- 
dends, and it must be admitted that there is 
still considerable confusion as to the law gov- 
erning the distribution of such dividends in 
a great many jurisdictions. 

In recent months trust officers have been 
confronted with another similar question; 
that is, the respective rights of life tenants 
and remaindermen in property purchased by 
trustees at mortgage foreclosure sales for 
the benefit of the trust estate. In some cases 
it may have been assumed that immediately 
after the purchase of the foreclosed property 
by the trustee, the property, which was the 
subject matter of the mortgage, assumed the 
status of a new trust investment and that 
the life tenant was entitled to the net rents 
received, after paying the usual expenses of 
upkeep, including taxes, insurance, inciden- 
tal repairs and other similar items; that the 
remainderman was entitled to the property 
upon the falling in of the life estate, and 
that in the event of a resale of the property 
by the trustee the rights of the life tenant 
and remainderman would be decided under 
the law existing in the particular jurisdiction 
with reference to profits or loss upon the sale 
of capital assets. 


Law Governing Appointment 
An investigation, however, will disclose the 
fact that, while this question has been taken 
for decision to the appellate courts of only a 
very few of the states, the law governing 
apportionment may be quite different. In re: 
Tuttle, 24 Atl., Page 1, decided by the Pre- 


rogative Court of New Jersey in 1892, seems 
to be a leading case. The facts were as fol- 
lows: 

William Miles died in 1872, leaving a will 
in which he directed his executors to hold a 
certain sum in trust and invest and re-invest 
the same, and to pay the net income there- 
from to his widow during her life and at 
her death to pay the principal to the residue 
of his estate, which was bequeathed to defi- 
nite remaindermen. Among the investments 
of the trust fund made by the executors was 
a mortgage for $3,000, which it became nec- 
essary for the surviving executor to fore- 
close. At the foreclosure sale the mortgaged 
property was bought in by the executor for 
the benefit of the trust. Later, by direction 
of the orphans’ court the executor sold the 
property so purchased for $2,900. During 
the time he held the property he paid $572 
for taxes. The cost of foreclosure was 
$174.64 and the cost of sale of the property 
in 1891 was $49.30. The court says: 


Court Rulings in Tuttle Case 

“The questions now submitted are: First— 
What is the amount of the fund in the hands 
of the executor? Second—As between life 
tenant and remaindermen, to whom, and in 
what proportion, does the fund belong? The 
amount realized by the ultimate sale of the 
property was $2,900. It had cost $174.64 to 
foreclose the mortgage and $49.30 to resell 
the property in 1891. These sums were paid 
by the executor, and are properly charge- 
able as losses from the fund. Deducted from 
the $2,900, they leave the amount of the 
fund $2,676.06. This is all that remains 
for both principal and interest of the invest- 
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ment The remaindermen claim 
that, as it is less than the principal invested, 
it all belongs to them; that the responsibility 
for all loss to the fund must be charged to 
the life tenant. This insistence throws the 
responsibility for the efficient management 
of the trust upon the life tenant, and that 
is not right. If the trustee can be charged 
with negligence or bad faith, he should be 
held responsible; but, if he be not so charge- 
able, and a loss happens from causes over 
which neither he, nor the life tenant, nor the 
remaindermen had control, it should not fall 
upon the life tenant alone. The trust does 
not exempt the remaindermen from possible 
perils through failure of investments, and 
throw those perils entirely upon the life ten- 
ant. The trust is instituted so that a per- 
son impartial between the life tenant and 
remaindermen may put the fund in a situa- 
tion where it will not only yield income, but 
also be safe. If that situation fails, the 
loss should be equitably apportioned between 
the innocent life tenant and remaindermen, 
according to their respective rights at the 
time the loss is ascertained, and the appor- 
tionment of it is made; that is, the right to 
income is not to cease when the failure oc- 
curs, but is to continue until the loss is 
ascertained and divided. 

It would obviously be unjust to hold that 
during the retention of the forfeited secur- 
ity for appreciation in value all right to ac- 
cruing income, unless it should be subse- 
quently realized, must cease. In such case 
the entire profit of the delay in expectation 
of increase would go to the remaindermen, 
and the entire cost of the delay would fall 
upon the life tenant. If delay be advisable, it 
should be held to be a joint venture by the 
life tenant and remaindermen, and to that 
end the income should be allowed to accrue 
until the delay terminates. If delay be ob- 
viously injudicious, it is within the power of 
either the life tenant or remaindermen to 
compel its termination. 

This question has been met in Hagan vs. 
Plat, 48 N. J. Eq. 206, 21 Atl. Rep. 860, by 
Vice Chancellor Pitney, who solwes it by ap- 
plying the rule, securely founded in justice 
and good sense and well supported by recog- 
nized authority, that when a fund is held in 
trust for the benefit of one person for life 
and another in remainder, and part of that 
fund is lost because of the insecurity of a 
particular investment, such loss is to be ap- 
portioned between the life tenant and re- 
mainderman in the proportion which the 
principal sum involved in the insufficient 
security bears to the interest due upon it at 
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the time when the security is realized upon 
and the amount of the loss is determined. 
To which must be added, because in this 
case it appears that the life tenant died be- 
fore the loss was ascertained by sale of the 
property, the further provision that, when the 
loss is not ascertained until after the death 
of the life tenant, the interest upon the fund 
from the death of the life tenant to the date 
of the ascertainment of the loss is to be 
added to and form part of the principal sum 
involved, so that full justice may be done 
to the remaindermen by not requiring them 
to bear the entire cost of the delay in realiza- 
tion after the death of the life tenant. * * * 


“Now, in the application of the rule stated 
to this ease it satisfactorily appears that in- 
terest upon the $3,000, calculated to the 
death of the widow, on the 13th of November, 
1890, amounts to $2,545, and that interest 
upon the $3,000 from that date to the sale in 
April, 1891, amounts to $81. Apportioning 
that which was realized from the investment 
—$2,676.06—between the $3,000 principal in- 
vested with interest thereon from the death 
of the life tenant to the sale in April, 1891,— 
$81,— making together, $3,081, and the $2,- 
545 interest due the life tenant, in the man- 
ner prescribed in Hagan vs. Platt, $1,468.29 
must go to principal and $1,207.77 to income. 

“At this point the question arises whether 
the $573.16 which was paid by the trustee 
for tares while he held title to the property 
should be deducted from the fund thus ap- 
portioned before the apportionment, or should 
be paid out of the income allotted to the life 
tenant. It is settled in this state that a life 
tenant who has the use of a fund must pay 
the tares assessed against that fund. * ** No 
sufficient reason, under the circumstances, 
appears why the life tenant should be re- 
lieved from the ordinary duty of the life ten- 
ant so far as the amount apportioned to her 
will permit. The aggregate amount paid for 
tares is much less than the sum apportioned 
to her for income, and it appears to me just 
that such payment, should be charged against 


that sum.” 


Novel and Difficult Problems Raised 


The above case seems to have been fol- 
lowed in New Jersey and is referred to re 
Nirdlinger’s Estate, 290 Penna., Page 457, 
which case deals with apportionment of ac- 
cumulated value of corporate stock. 

A further investigation discloses that very 
few, if any, state courts have rendered de- 
cisions in conflict with the Tuttle Case, which 
case presents to the trust officer many novel 
and difficult problems for solution. It is 
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Save The Business 


Partnership, or business, insurance has proved its worth in 


hundreds of instances. 


When a valued executive is lost to a 
concern, this protection enables his 
survivors to carry on until he is 
replaced, and to meet many other obli- 
gations for which no other provision 
is made. 


Ask the Prudential Man 


4 =S 
THE ‘ 


PRUDENTIAL 


MAS THE 
STRENGTH OF 
/ GIBRALTAR 


Che Prudential 


Insurance Company of America 
Epwarp D., DuFrFiELbD, President 


Home Office: Newark, New Jersey 


assumed that all profit or loss after the date 
of default would be apportioned under the 
rule in the Tuttle Case and, since the ulti- 
mate sale price of the property cannot be 
pre-determined, the trustee will be at a loss 
in the determination of the fact as to whether 
the property will be sold at a loss or a profit. 
If all of the rents, after payment of taxes, 
insurance and other expenses, should be dis- 
tributed to the life tenant and the property 
is ultimately sold at a it would seem 
that the trustee might possibly have in that 
case overpaid the life tenant. This might 
be particularly true if the net rents should 
exceed in amount the contract rate of inter- 
est under the original mortgage. 


loss, 


Proper Provisions in Trust Documents 


Another question which might be raised 
would be with respect to the proper rate of 
interest at which to calculate the share of 
the life tenant in the ultimate distribution 
of the proceeds of sale. Should this rate be 
the contract rate in the original mortgage 
or the legal rate in the particular jurisdic- 
tion? Furthermore, in some states redemp- 
tion is allowed within a statutory period 
at a higher or penalty rate. In the event of 
such redemption is the life tenant entitled to 
the penalty rate or are the total proceeds of 





the redemption to be apportioned under rul- 
ing in Tuttle case, using the contract rate? 

Still other perplexing questions are raised 
in the event the foreclosed property should 
ultimately be resold on terms, with only a 
part of the purchase price paid in cash and 
the balance represented by notes secured by 
a new mortgage on the property. How 
should the cash and interest in the notes be 
apportioned between the life tenant and the 
remainderman ? 

Doubtless other questions will arise under 
the ruling of the Tuttle Case and I shall not 
venture an opinion as to their solution. It 
would seem that the inclusion of proper pro- 
visions in trust documents might clarify the 
situation in so far as the future is con- 
cerned. With reference to existing situations, 
however, it would seem highly desirable to 
procure decisions of the various state appel- 
late courts under a test case, or possibly in 
some cases to procure legislation defining 
the rights of life tenants and remaindermen 
in foreclosed property. The proposed Prin- 
cipal and Income Act, as submitted to the 
National Conference of Commissioners on 
Uniform Laws, seeks to settle the contro- 
versy in those states wherein it may be en- 
acted. 
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Security and cooperation are 
as much a part of this bank as 
the marble and steel of its walls 
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DEFENSE OF TRUST COMPANY SERVICE BY 
MEMBER OF THE BAR 


LAWYERS SHOULD NOT STAND IN THE WAY OF 
HEALTHY ADVANCE 


A. S. GLIKBARG 
Of the San Francisco Bar 


(Epitor’s Note: The following is a reply by Mr. Glikbarg, a prominent member of the 
San Francisco and California Bar, to a criticism of trust companies and their relations with 
lawyers, appearing in a recent issue of the State Bar Journal, the official organ of the State Bar 


of California. 


Mr. Glikbarg defends and sets forth the attributes of the corporate fiduciary 


both from the standpoint of administration and in the possession of human qualities. He 
describes the trust company as an essential product of modern times and not to be regarded 
as a monster seeking to devour the attorney's business or professional prerogatives.) 


HAVE read with interest Mr. Hubert C. 

Wyckoff’s article, “Trust Companies and 

Lawyers,” in the March number of The 
State Bar Journal. Mr. Wyckoff’s article is 
brief and pointed; his historical analysis of 
the growth of trust companies and his state- 
ments as to some advantages accruing from 
using corporate fiduciaries are true and well 
expressed. I believe the list of advantages 
referred to is incomplete. I believe, more- 
over, that his objections to corporate trus- 
tees, which he calls “counter considerations 
which are not stated by corporate salesmen,” 
ignore certain truths and do not accurately 
state either the methods of securing or han- 
dling trust business by corporations. 


Competency and Attributes of Corporate 
Fiduciary 

Mr. Wyckoff’s first counter consideration 
is that the trustee “should be a human being 
With human blood in his veins and human 
judgment proceeding out of his head and 
heart.” The author properly admits the value 
of the corporation’s non-human attribute of 
immortality, but apparently assumes further 
that a corporation, as an abstract entity, can 
act. This, of course, is not so. The corporate 
trustee acts and must act through agents pos- 
sessing all the human attributes which Mr. 
Wyckoff desires. It may be admitted that 
these agents, as agents, owe primary duties 
to their employers, but the employer’s first 
duty is to its trustor and to the beneficiaries 
hamed in the trust. Every consideration of 
£00d business prudence demands that every 
item of the trust company’s equipment must 


be at the disposal of the beneficiaries of the 
trust. And this equipment is varied and 
valuable. 

As Mr. Wyckoff says, a trust company does 
not die; neither does it default nor disap- 
pear; nor does it lose its calendar; nor does 
it find attendance at court inconvenient. It 
does not forget the dates when rents are due; 
when interest coupons are collectible; nor 
when stock dividends are payable. It does 
not permit insurance premiums to lapse, and 
it does not fail to notify endorsers of overdue 
paper. And if in any instance it does do any 
of these things, a casual glance at the sys- 
tems employed by competent trust companies 
would convince any observer that such errors 
are minimized and that compared to similar 
lapses by non-corporate trustees such errors 
are negligible. Furthermore, the trust com- 
pany’s charge is fixed by statute or by court 
in almost every instance, and in the few ex- 
ceptions (such as living trusts) it is verv 
small, because it is fixed by a still sterner 
tribunal—open competition. 


Relations With Lawyers 

What is more important than the fore- 
going, however, is Mr. Wyckoff’s remarks 
about the trust companies’ relations with 
lawyers. And here he must be dwelling on 
infrequent abuses alone, and not on ordinary 
procedure. He considers two types of rela- 
tionships: (a) Where the trust company’s 
own attorneys prepare instruments; (b) 
where the attorney of the maker of the in- 
strument prepares it and names a trust com- 
pany as executor or trustee, knowing that he 
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“will be retained by the trust company in 
the matter of the administration of the 
trust.” In this latter case it cannot be fairly 
said that the maker of the instrument is 
not impartially advised. A lawyer cannot be 
criticised for advising a client to secure the 
advantages of a corporate trusteeship in 
instances where such advantages really exist. 
It does not “violate the fundamental duty 
and honor of the lawyer.” The lawyer, tak- 
ing Mr. Wyckoff’s own premise, is not in this 
instance connected with the trust company. 

If the lawyer can see advantages in a cor- 
porate trusteeship under the circumstances 
of the particular case, his duty must, of 
course, definitely lie in proposing such trus- 
teeship. It would be leaning over backward 
indeed to suggest a non-corporate trustee 
with a possible disadvantage to the trustor 
simply because trust companies have let the 
profession know that the attorney involved 
will be engaged in the administration of the 
trust. I do not believe that attorneys name 
corporate trustees in anticipation of future 
business arising from the trust to a greater 
extent than they similarly name _ non-cor- 
porate ones. The attorney’s “duty and honor” 
constrain him to advise his client as to the 
selection of a trustee dependent upon the 
circumstances of each particular case. An 
attorney unconnected with a trust company 
has nothing to gain by naming a corporate 
or non-corporate trustee. His participation 
in the administration of the trust is virtually 
certain in both instances. 


Regularly Employed Attorneys of Trust 
Companies 
The regularly employed attorneys of trust 
companies are in a slightly different position. 
It is true that opportunity presents itself to 


them to act unprofessionally in some in- 
stances, but Mr. Wyckoff overlooks certain 
considerations: First, the proposed maker of 
the instrument has been advised by the trust 
company itself to see his own attorney; sec- 
ond, the trust company’s attorney, in pre- 
paring the trust instrument, repeats this 
advice, and where it is not accepted he cer- 
tainly does not draw the trust instrument as 
the servant of two masters, but entirely with 
reference to the maker’s wishes. The trust 
companies themselves, in fact, have no in- 
terest contrary to the maker. 

Many trust companies, for example, re- 
fuse to incorporate broad executor’s power 
clauses into wills. They prefer to have all 
sales and purchases of securities confirmed 
by a probate court. The limitation of invest- 
ment to securities legal for savings banks 
is usually found in instruments prepared by 
the attorneys for many trust companies. Ex- 
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ceptions to this are usually dictated by the 
maker. The trust company itself would pre- 
fer to be thus limited for the simple reason 
that by following the provisions of the trusts 
its own liability is minimized; and the ad- 
rantages to the maker and to his benefici- 
aries are apparent. Any abuses which may 
exist in the relationship to which Mr. Wyc- 
koff refers must depend entirely on the per- 
sonality of the attorney involved and not 
upon the existence of the relationship. There 
are, of course, potential abuses of the pro- 
fessional relationship in every type of legal 
business in which an attorney might engage. 
I do not believe it either fair or accurate to 
indicate that trust companies’ attorneys 
would be more prone to indulge in these 
abuses than would other attorneys. 


A Product of Modern Times 

One thought of perhaps a more philosophi- 
cal nature should be added. Lawyers should 
not be too provincial; lawyers should not be 
ultraconservative; lawyers should not stand 
in the way of healthy advance. The lawyers 
of the Southern States have for years fought 
the growth of title companies, vet no fair- 
minded lawyer can dispute the general effi- 
ciency of such companies. The trust com- 
pany, like the title company, is a product of 
modern times—a specialist in a business of 
a certain type. It should not be considered 
monster that by extra-legal means is 
endeavoring to devour either the attorney or 
the attorney’s business. The trust company, 
in fact, has shown a desire to cooperate with 
the legal profession. It cannot be dismissed 
with one gesture as Mr. Wyckoff apparently 
dismisses it. If at times it succumbs to the 
human attribute of error it is only because 
neither corporations nor individuals have yet 
found perfection. We should not hastily con- 
demn a growing modern institution because 
of personal dislikes or because of archaic and 
outlived ideas. 


as a 


eo fe ae 

The Fidelity-Philadelphia Trust Company 
has been named as executor in association 
with Mrs. Curwen under the will of the late 
Samuel M. Curwen, who was president of the 
J. G. Brill Company, car builders, and who 
was a director of the Fidelity-Philadelphia 
Trust Company as well as a number of banks, 
insurance companies and industrial corpora- 
tions. 

Despite announcement of Melvin A. Tray- 
lor, president of the First National Bank of 
Chicago, that he is not a Presidential aspit- 
ant, his enthusiastic friends, especially in 
Kentucky and Texas, are conducting cam- 
paigns for his nomination at the Democratic 
National Convention. 
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TRUSTEES AND THE LAW 


INTERPRETING DISCRETIONARY AUTHORITY AS TO PURCHASE, 
RETENTION AND SPECIAL PROVISIONS 


HARRISON TWEED 
Of the law firm of Milbank, Tweed, Hope & Webb, New York City 


(Epitror’s Note: Problems of trust investment, particularly as to the exercise of dis- 
cretionary powers in the purchase, retention and sale of securities, have become more varied in 
view of recent judicial constructions and the unusual obligations imposed upon trustees by the 
depreciation in market values. There is room for a greater degree of reconciliation as to trustee 
duties and the attitude of the courts. The following presents salient portions of an address by 
Mr. Tweed, before the recent meeting of the Corporate Fiduciaries Association of New York City. 
In summing up Mr. Tweed said: ‘If you, as trustees, have loyally, efficiently and carefully 
done your best the law is not going to hold you to a divine standard of perfection.’’) 


HE first problem in connection with 
the investment of trust property is the 
question of what to purchase. I do 
not think that there is much chance for a 
difference of opinion between trustees and 
the law on what you purchase. I am speak- 
ing now of investments under trusts that do 
not contain any special provisions. We have 
the statute here in New York as our guide 
and that makes the matter somewhat simpler 
than some of the other problems which arise. 
The reason that there is not much chance 
of trouble on an original investment, that is, 
the purchasing of securities, seems to me to 
be that that is done on what we may call 
a scientific basis. There are no psychological 
factors in the picture. If you receive a trust 
fund of $100,000 in cash and all you have 
to do is invest it, you do that, so to speak, 
pretty ecold-bloodedly. You do it scientifically. 
The law simply requires that you shall do it 
carefully and with reasonable skill. And you 
do that. The cases in which a trustee has 
attempted to be surcharged for making an 
investment are comparatively rare. 


Selling Trust Securities 

When we get into the question of selling 
Securities we are beginning to get into diffi- 
culties. If there is a usual practice or custom 
among trustees, the law will take that into 
account in establishing or modifying its prin- 
ciples and rules. If there is no fixed prac- 
tice, the law must lay down rules according 
to its own conception of what is proper, or 
else have no rule at all on the subject—only 
principles which are vague in their applica- 


tion. What I am afraid of is that in the 
absence of help from the trustees the law 
might, in an effort to obtain certainty, sud- 
denly decide to lay down the scientific rule 
that a trustee must sell immediately any 
security which he would not buy, and that 
the trustee shall be liable for the deprecia- 
tion in the value of any security held after 
the date on which the security became one 
that the trustee would not have purchased. 
You can well see that if the law should do 
that, it would cause quite a good deal of 
trouble to trustees. 

So the point of my story is that on this 
question and others like it the law and the 
trustees need to help each other. The trustees 
can help the law by being more scientific 
and establishing some practice which the 
law will regard as a proper practice. If 
that comes to pass the trustees will have not 
only a definite practice of their own to go 
by, but a definite rule of the law to rely on 
for protection. 


Special Provisions With Regard to Trust 
Investments 

But, passing that question, where we really 
get into trouble is when the trust instru- 
ment contains some special provision with 
regard to investments. Here we are getting 
into something that really is not the business 
of the law. The law has laid down the rules 
to apply and the creator of the trust has 
come along and said that he wants a different 
rule to apply. The question is, what are the 
rules which the creator of the trust has laid 
down. That is sometimes a very difficult ques- 
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tion to answer. You all know how difficult it 
is to tell what you are supposed to do, what 
you are authorized to do, what you are di- 
rected to do under many of the instruments 
that you have to work under. 

The emphasis that the law puts on this 
language is this: The law looks at these spe- 
cial provisions as being provisions which 
alter the ordinary rules of the law, and it is 
a little slow to see and recognize the altera- 
tions that the creator of the trust has made. 
I think that the law is always a little bit 
behind the trustees on that. I think that 
the trustees read the language a little more 
as it is written and do not give quite as much 
emphasis as the law does to the principles 
which, in the absence of that language, would 
control. 


Principle of Prudence and Conservation 

Take the principle that it is the duty of 
the trustee to invest only in such securities 
as a prudent man would invest in when his 
purpose is simply to preserve the principal. 
I am worried about that principle. I wonder 
whether today it is a sound principle. I know 
that at the time it was laid down it was a 
sound principle. That was a good many years 
ago when the only form of trust investments 
was in government securities. There was 
then no thought in the mind of the creator 
of a trust that the trustee should try to in- 
crease the principal. But I wonder whether 
that is true today, or whether it was true 
in 1927, or in 1928. It seems to me that the 
creator of a trust today has the hope that 
the trustee will increase the principal. If 
that is true I think he ought to let it be 
known. I have seen a good many wills and 
trust instruments, but I don’t think I have 
ever seen one which said that the creator of 
the trust intended that the trustee should 
make investments in such fashion as to in- 
crease the principal. 

Take the ordinary form of the provision 
which says that the trustee shall not be lim- 
ited to legals but may in his discretion in- 
vest in other securities. I think we all as- 
sume that what the creator of the trust 
means is that the trustee may take some 
risks that he would not have been able to 
take if that provision had not been inserted. 
Sut, personally, I am very doubtful how far 
that provision can honestly be said to indi- 
cate the intention that the trustee may take 
those additional risks. It comes back, you 
see, to this principle of the law that it is 
your duty to invest primarily for the pur- 
pose of preserving the principal. The form 
of the authorization to do otherwise has been 
merely a blanket authority to invest in any- 
thing that you see fit; there is no expression 
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of the purpose for which you are to do that. 
This may seem to be harping on a small 
point. I do not intend to harp on it in any 
way to indicate that I think the trustees 
have failed to perform their duties under 
these instruments. I think they have. I 
think you have done what the creator of 
the trust wanted you to do. 

But again I say I am a little worried that 
the law might not look at the thing in quite 
the same way that you ds. And again I say 
that the remedy, the way to make sure that 
there is no misunderstanding between the 
trustees and the law, is to bring this thing 
out in the open, to see what it is that the 
creators of trusts do want done, because 
once we do bring it out in the open, once it 
is understood, once there is a practice and 
a mutual understanding, then you need have 
no fear that the law will fail to see that you 
are protected. That is one of the lines along 
which I expect to see these principles modi- 
fied by the law. I think the law will recog- 
nize that that old rule needs some relaxation. 


Responsibility 

You have recently seen some modification 
by the law of the rule that the trustee shall 
use reasonable care and skill. You have 
heard the courts say that a corporate trustee 
will be held to a higher standard than that 
of the ordinary trustee. I think some of you 
may have been disposed to criticize that at- 
titude of the courts. But I think if you stop 
to ponder it, you will not press that criticism. 
I think there can be no doubt that corporate 
trustees are better equipped in brains, in 
integrity, in information, to administer trusts 
than, let us say, the old family lawyer. And 
I think if you are better equipped, as you are, 
it is proper that the superiority of your 
equipment should be exercised to the full. I 
think that you should welcome the statement 
by the law that you will be held to a higher 
standard of care and skill than the ordinary 
individual. I do not see what higher com- 
pliment you could have than the statement of 
the courts that corporate trustees are better 
qualified to administer trusts than the ordin- 
ary individual. 


Offsetting Profits Against Losses 


There is another point on which I think 
the present rules of the law require modi- 
fication, and that is the rule that a trustee 
may not offset profits against losses. ‘The 
theory, of course, is that anything that the 
trustee does wrong must be made good out 
of his own pocket; anything that he does 
right is for the benefit of the beneficiaries. 
I think the rule is sound. But I think it 
can be carried too far. The rule presupposes 
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that each separate investment is a separate 
transaction. If the trustee has $100,000 to 
invest and he buys ten different securities 
in equal amounts, is each separate purchase 
a separate transaction? I suppose the answer 
is that it may be or it may nof be. But I 
should think that in a good many eases it is 
a single transaction. 

I can well imagine a case in which, having 
invested $90,000 in proper and authorized in- 
vestments, the trustee then invested $10,000 
in a security which he believed to be a reason- 
able and proper investment but which, as 
bad luck would have it, turned out in a few 
years to be worth nothing. It seems to me 
that even though it be assumed that the 
security in which the $10,000 was invested 
Was an improper investment, it is unfair and 
wrong that the law should say that the 
trustee must pay the $10,000 out of his own 
pocket and cannot offset against it the profit 
on the investments made with the $90,000. 
I think that the law should not pick out that 
one investment and say “That was an im- 
proper investment. You must 
your own pocket. And the profit that you 
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other nine cannot be offset.” 

As I said, the rule only applies if the 
transactions are separate transactions. I 
think that they are not separate transactions 
if the investment of that whole $100,000 was 
in the mind of the trustee a single thing. I 
do not know enough about investments to say 
whether generally that is or is not the case. 
But I do know that it would be very much 
in the interests of trustees to have the law 
recognize that the transaction was a single 
transaction. And I think the way you can 
get the law to recognize that, is by making 
your investments on what I am going to call 
again the scientific Then, when the 
hour comes that the law criticizes that tenth 
investment, you can answer, “That was not 
a tenth investment, that was a tenth part of 
the entire investment. The whole thing was 
one investment.” 

What I am trying to say is this: that il 
lies with the trustees to a large extent to 
make the law. You, through your practices 
and by your study of the business of invest- 
ments, can show the law what it should be, 
and you must not think that the law is going 


made on the 


basis. 
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to refuse to see the thing as you see it and 
insist upon seeing it in its own way. ‘The 
law is going to be only too anxious to be 
shown what its rules ought to be. 


Provisions Authorizing Retention of 
Securities 

There is one word of warning that I want 
to give, and that is in connection with some 
of the special provisions about investments. 
Primarily, I am thinking of a provision au- 
thorizing you to retain securities. I think 
that trustees in administering a trust con- 
taining such a provision torture themselves 
somewhat in trying to think what the creator 
of the trust would have liked to have them 
do. The law does not look at it in quite that 
way. Admittedly the law would pay some 
attention to the argument of a trustee that 
the reason he retained securities under this 
power was that he thought that was what 
the creator of the trust wanted him to do. 
But I do not know how far that argument 
would go or how far it ought to go. It seems 
to me that what the creator of the trust has 
done—at any rate, what he ought to have 
done—has been to turn this business over 
to the trustee. How in the world can the 
trustee, at least in the present state of the 
development of the science of psychology, 
know what the creator of the trust would 
have done after he has been in his grave a 
year? I think it is a mistake to try to make 
up your minds what he would have done. 
He is dead. The duty of administering the 
trust is on the trustee. Let the trustee use 
its discretion, not attempt to use the discre- 
tion that the dead man would have used if he 
had been living. 

One of the worst phases of this is that the 
beneficiaries of the trust come around and 
tell the trustee that they know what the 
dead man would have liked to have done. 
They are not really inspired by any idea that 
they have had some sort of psychic com- 


munication with that dead man. What they 
are really telling you is what they would like 
to have you do. And that is something in 
which the law is not interested and in which 
I think that the trustee ought not to be inter 
ested. I think the greatest danger that a 
trustee can run is to pay attention to what 
the beneficiaries of a trust want done. It 
is all right if you can get all the beneficiaries 
to agree in writing, and are sure that you 
have told them all the material facts and 
disclosed to them all their legal rights, which 
of course is almost always impossible. But 
unless you can do that, I think that this is 
one of the danger spots. 


Attitude of the Courts 

In one last desperate moment I will try 
to make you believe that I have told you 
something. I have tried first of all to indi- 
cate that the way the law approaches this 
problem is through the creation of duties. 
Those duties are the things with which you 
must comply. If you do, the law will make 
no complaint. I have tried to suggest that 
if you and the law want to remain on good 
terms you can help the law, and the law will 
be appreciative of your help, by making this 
business of trust investments a little more 
scientific. To the extent that you can make 
it scientific and logical, you will gain added 
protection. To the extent that you leave it 
somewhat hit or miss you will be constantly 
running the risk that the law and the trus- 
tees will have a difference of opinion on the 
subject. I think that on the question of 
whether the creator of a trust intends that 
you should do something more than try to 
preserve the principal there is room either 
for something in the instruments or for a 
real ascertainment which will amount to a 
general conviction and understanding on the 
subject, to the effect that the creators of 
trusts do want you to do something more. 


(Continued on page 521) 
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Without changing its accounting system, 


any trust company can install Burroughs 


Trust Machine to handle the posting. 


Burroughs Trust Machine not only pro- 
vides greater speed and ease of opera- 
tion, resulting in neater, more accurate, 
more up-to-date records . . . but it is 
readily adaptable to any accounting 
system—any posting plan. 


Trust officers everywhere are enthu- 
siastic about the quantity and the 
character of the work it does, and with 
the definite economies it effects in time, 


labor and expense. 


For full particulars, telephone the local 
Burroughs office or write Burroughs 
Adding Machine Co., Detroit, Mich. 


Burroughs 
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BURROUGHS 
TRUST 


MACHINE 
‘ 


The flat surface insures quick insertion and 
accurate alignment of forms. The cylinder 
platen provides speed in posting. 
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OTHER NOTABLE ADVANTAGES 


Totals and balances printed by one depres- 
sion of the balance key. No copying, figure 
by figure, from adding dials. 


A correction key permits correcting amounts 
before printing and calculating. 


Subtract items indicated by minus symbol. 
O.D. balances designated by symbol, in red. 


Carriage automatically tabulates and aligns 

dollars under dollars, and cents under 

cents—no decimal tabulator keys to select 
and depress. 


Keyboards—typewriter and adding machine 
—condensed in small area for efficient 
operation. 

Complete date—month, day and year— 
printed automatically. 


Closed accounts automatically designated 
by the symbol “O”—-prevents using previous 
balance. 
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Regardless of its size, your bank, 
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ECONOMY AND ACCURACY IN HANDLING FIDUCIARY 
TAXES 


SYSTEM WHICH SAVES TIME AND EXPENSE 


ARTHUR F. MERRILL 
Manager, Tax Department of The Union and New Haven Trust Company, New Haven, Conn. 


(Eprror’s Note: The following article is descriptive of a successful system of handling 
tax problems in connection with fiduciary accounts, eliminating much red tape, reducing expense 
and making for greater accuracy. While Connecticut has no income tax, Mr. Merrill deals 
particularly with tax problems arising from the Federal income tax, the state tax on choses in 
action which applies to Connecticut, and city or town taxes. Further details of operation are 
available to trust officers interested in the subject.) 


HEN a trust company has reached 

a certain stage in its growth a glar- 

ing, and in these days of increasing 
taxes, a somewhat terrifying monstrosity 
raises its head. The trust executive has his 
attention forcibly focused on the fact that 
the largest single item of expenditure, aside 
from actual payments to beneficiaries, is the 
vast sum paid the federal, state, and munici- 
pal governments in the form of taxes, He 
may use his influence with the state and 
national representatives to keep them within 
reason but, after all is said, in this country 
votes are more powerful than honest dollars. 
The trust executive’s next duty, or perhaps 
his first duty is to look to the machinery in 
his own department. He should see that it 
is efficient, economical, and as accurate as 
is consistent with a minimum amount of red 
tape. 

The experience of a typical Connecticut 
trust company with fiduciary funds of ap- 
proximately eighty millions, divided among 
some eight hundred accounts, may serve as 
an aid to others in the solution of tax prob- 
lems within their gates. Being a Connecti- 
cut corporation our typical trust company is 
fortunate at the present time in not having 
to contend with a state income tax. They 
have, however, three taxes which entail con- 
siderable routine work, namely: the federal 
income tax, a state tax on choses in action 
(mortgage bonds and mortgages), and city or 
town taxes. We shall consider them in that 
order. 

The Federal Income Tax 

Two concomitants of efficiency are good 

workmen and the best tools that can be se- 


cured. Particularly is this true of the income ° 
tax branch of fiduciary trust work. The 
trust company finds that the best man avail- 
able is the cheapest, at least for overseeing 
and carrying the direct responsibility. Sub- 
scription to the best stock rights, dividend, 
and loose leaf tax service is absolutely es- 
sential for a department of considerable size. 

A substantial quantity of income analysis 
sheets should always be at hand. These 
sheets are of three types: one with headings 
for the various classes of income, such as 
dividends, interest, tax free interest, munici- 
pal bond interest, liberties, farm loan inter- 
est, rents, foreign dividends, and miscellane- 
ous receipts such as monies received from 
other fiduciaries, gifts, and so forth; a sec- 
ond sheet for expenditures in the nature of 
taxes, payments to beneficiaries, real estate 
expense, repairs to real estate, interest paid, 
charities, and miscellaneous non-deductible 
payments; a third sheet, called the summary, 
with headings for totals brought forward 
from the other two pages. This summary is 
divided into a debit and a credit side for the 
entry of income and expenditure, thus mak- 
ing possible a balance of the account. Space 
is also provided on the lower half of the sum- 
mary sheet for a record of sales, showing the 
name of each security sold, date of purchase, 
cost and 1913 value if necessary, sale price, 


and gain or loss. 


Analysis of Accounts 
A clerk and the tools get together soon 
after midyear for the first analysis of all 
the larger accounts on the trust ledgers. This 
time is chosen for starting the work because 
most securities have paid two dividends or 
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have made one-half of their interest pay- 
ments. Only the larger accounts are ana- 
lyzed now, due to the fact that, at the com- 
pletion of this stage sub-totals are taken, and 
this would not pay had not sufficient data 
accumulated. It is, however, a good plan 
to look up and record all sales to date, on 
all accounts, at this point, since the time re- 
quired to obtain cost data on some of the 
securities sold may prove to be an uncertain 
factor. 

The above operations are repeated through- 
out in November for all accounts, thereby 
avoiding an unwieldy pile-up at the end of 
the year, when help is searce and time is 
fleeting. Immediately after January Ist, 
all entries since November are drawn off. 
Grand totals are then forwarded to the sum- 
mary and sales sheets, a balance is struck, 
and making out returns is in order. 

Shortly after the new year a stenographer 
types a list of all accounts on the fiduciary 
ledger. This list is supplemented by one 
made from the record of accounts opened 
and closed during the previous’ twelve 
months, thus making possible a check on the 
returns required for a fraction of the year. 
Opposite the names on the complete list of ac- 
counts are five columns headed: 1040—1041 
—1041A—Analyzed—Filed. After returns 
are signed and sealed, a checkmark in the 
proper column shows what was done in each 
ease. 

Finally, the returns are sorted into their 
government classifications, 1040 and so on. 
These groups are subdivided into those pay- 
ing no tax; those with payment in full by 
attached check; and those which are making 
the first quarterly payment. A letter is then 
written to accompany each group, stating the 
content therein and signed by a bank officer. 
If the returns are delivered to the collector’s 
office by messenger, they are checked to the 
letters, stamped for receipt, and the copy 
returned to the bank. If the delivery is not 


made by messenger, registered mail should 
be used, enclosing letters and carbon copies 
with the returns. 


State Tax on Choses 

The State Tax on Choses is a Connecticut 
tax levied on choses in action, owned by resi- 
dents of the state. There are a few exemp- 
tions, such as bonds and notes of the United 
States Government, State of Connecticut 
bonds, Connecticut municipal bonds, public 
utility bonds of Connecticut corporations, 
railroad bonds secured by property within 
the state, and straight mortgages on Con- 
necticut real estate. The tax is four dollars 
per thousand of principal, assessed by the 
state for revenue, and often paid by the tax- 
payer to avoid the heavier burden imposed 
on personal property by the towns and cities. 
In order to benefit by payment of the Choses 
tax, the trust department must make its re- 
turns before the date of assessment in the 
different jurisdictions of the various Probate 
Districts. Tickler cards give a warning sev- 
eral days ahead, 

Forms are provided by the state and must 
be filed in duplicate, the original being re- 
tained by the state and the receipted dupli- 
cate returned to the taxpayer. The previous 
year’s receipted lists are first compared with 
the present inventories. Deliveries made dur- 
ing the year are crossed out and additions 
put on in pencil, the necessary data on new 
securities being obtained from the securities 
themselves. As soon as the old list has been 
brought up to date in this manner, it is typed 
as revised on the new blanks, the sheets are 
footed, and the tax computed. An eye must 
be kept on the closed and new account book 
during the state tax work, as in all tax 
routine. 

Finally, checks are drawn against the ac- 
counts and attached to the returns, which are 
sent by registered mail to the State Tax Com- 
missioner. Before mailing, a list is made for 





TRUST COMPANIES 


the bank records, showing the account name 
and the amount of tax paid. Upon the re- 
turn of each group of receipted copies they 
are compared with this list, filed alphabeti- 
cally and kept for future reference. In or- 
der to avoid a heavy penalty tax upon the 
death of the taxpayer, proof of payment 
must be kept for at least five years back. 


City and Town Taxes 

The trust company has found a colored 
eard file to be the simplest and most efficient 
method for controlling municipal tax records. 
All new inventories are scanned for real es- 
tate and taxable personal property. <A card 
is selected, of the color designated for the 
Probate District in which the property is lo- 
eated, and headed with the account name. 
Each piece of real property is allotted a sep- 
arate card, a description and the address 
given, the appraisal upon which the tax is 
based, and the date for payment. The same 
procedure follows for personal property, ex- 
cept that a single card is usually sufficient. 

These are now filed alphabetically, behind 
the tab marked with the month in which the 
tax is due, and with the cards of the same 
color. Care must be used to keep the cards 
up to date, to avoid the possibility of paying 
taxes on property which has been disposed 
of: or to miss paying on some new account, 
and thus incur a bill for interest. For ex- 
ample, such dangers lurk in an attorneyship 
account when the bank does not handle all 
of the customer’s business. Here, as in all 
the tax work, the solution lies in the com- 
plete cooperation between the tax depart- 
ment of the bank and the bank officers, plus 
a liberal use of the telephone. 


System Found Economical and Accurate 

The methods described above have proven 
economical, accurate and generally satisfac- 
tory. In a bank the size of our typical trust 
company, the work may be handled com- 
fortably by the time of one man. Certainly 
that does not mean that one man could do 
all of the work properly himself. It does 
mean that the total man power consumed, 
to plagiarize the efficiency expert, is approxi- 
mately nine months of the year. 

A good test of the accuracy and intelligence 
displayed in the tax routine, is the number 
of important changes made in tax liability 
upon examination by the taxing authorities. 
Sufficient emphasis is not always placed on 
the importance of full cooperation with the 
examining agents, Especially is this true in 
income tax work. Many questions come up 
in that field, which may be answered in vari- 
ous ways. The decision often depends on 


Ancillary 
Administration 


Anywhere in Florida 


Together With Complete Trust Service 


Central Farmers’ Trust 
Company 
West Palm Beach 


The Largest State Trust C ompany 
in Florida 








the interpretation of the facts involved. 
Rather than arbitrarily to stick by his opin- 
ion, the bank tax man will many times do 
well to place his cards on the table beside 
the revenue agent’s. In many cases a satis- 
factory compromise results. On the other 
hand, unless he is absolutely certain he is 
right (probably after consulting counsel), 
and unless the amount involved is compara- 
tively large, leaning on the rather cumber- 
some machinery maintained by the govern- 
ment for tax relief, is apt to prove expensive. 


oo & 

The Birmingham Trust & Savings Com- 
pany of Birmingham, Ala., stands second 
among all banks and trust companies of the 
United States and Canada for meritorious 
advertising, according to the March issue of 
Bank Ad-Views, a bi-monthly survey con- 
ducted on a twelve months’ accumulative 
point system by Vincent Edwards & Com- 
pany, of New York. 

The Bank Management Commission of the 
American Bankers Association has issued its 
tenth booklet in the series on commercial 
bank management. This latest publication 
deals with the subject, “Bank Management 
by Budget and Accrual.” 
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ESTATE MANAGEMENT: THE NEXT CYCLE OF APPEAL 
OF TRUST NEW BUSINESS 


PRIMARY FUNCTION THE CONSERVATION OF PRINCIPAL FUNDS 


CLINTON DAVIDSON 
President of The Estate Planning Corporation, New York 


(Editor's Note: The author predicts a new cycle in the method of soliciting and developing 
new trust business, which will emphasize that the primary appeal of trust service lies in estate 


management. 
Cc 


Mr. Davidson bases this prediction upon the great depreciation in principal 


funds of estates during the past two years which have impressed discriminating people with 
the wisdom of surrounding their properties and investments with the highest type of fiduciary 
management.) 


what has hap- 

pened to those who have dared to 

forecast and financial con- 
ditions during recent years, I shall neverthe- 
less endeavor to predict the next cycle of 
trust new business advertising and solicita- 
tion, into which, I believe, we are now en- 
tering. 

The first trust new business cycle, which 
ended only a few years ago, was confined, I 
believe, to conferences with the trust officer 
or vice-president in the office of the trust 
company, and consisted largely of accepting 
business rather than soliciting business. The 
trust company, with which I was formerly 
associated, in 1910 engaged a new vice-presi- 
dent who was a strong believer in advertis- 
ing. They permitted him to advertise the 
savings accounts and commercial banking, 
but drew the line at fiduciary services. That 
was too sacred to be advertised. 

On my own initiative I prepared a state- 
ment regarding the effect of the general ad- 
vertising, of which I have a vivid memory 
even today. The vice-president responsible 
for the advertising program was severely 
criticised in a board meeting for wasting 
money and a committee was appointed to 
decide whether or not to discontinue all ad- 
vertising. After hearing about it I prepared 
a statement showing the volume of work in 
my department at the date this vice-presi- 
dent was employed, as compared with the 
volume at the date of the statement. My 
report listed all items separately and showed 
increases of 100 per cent to 1,000 per cent 
in every item, except one. This was the last 
item and read as follows, “Increase in salary 
of the party who does the work. None!” 

The vice-president showed this statement 
to every director. The advertising appropria- 


LTHOUGH I realize 


business 


tion was continued and my salary was in- 
creased. Ever since then I have been a 
strong believer in advertising. 

The second cycle began when trust com- 
panies started advertising. The advertising 
during this cycle, however, was devoted to 
some specific function of trust business and 
the copy contained such definite appeals as 
“Name us as executor in your will—Set up 
a funded trust—Create a life insurance trust 
—Open a safekeeping account.” 


“Estate Planning” Cycle 

Estate Planning probably began when the 
first trust officer talked to the first prospec- 
tive client, but the phrase, “Estate Planning,” 
and the idea of planning the entire estate, 
was not advertised in the newspapers prior 
to 1927, and was not included in the second 
eycle. At least, I have not been able to find 
any evidence of it. Our organization began 
using the Estate Planning idea exclusively, 
in solicitation and in direct-by-mail advertis- 
ing in 1922. Instead of saying to our pros- 
pects, “Do this or that in regard to your 
estate,” we pointed out to them the need 
for a general survey of their affairs for the 
purpose of solving the multiplicity of their 
small problems, of gathering up the loose 
ends, and knitting them into a sound whole. 

At that time estate planning meant noth- 
ing to the average business man. When our 
representative sent in his card to a prospect, 
the secretary generally interpreted “Estate 
Planning Corporation” to mean that the rep- 
resentative was calling in regard to some 
real estate proposition or perhaps landscape 
gardening. Of course, solicitors for trust 
company business and life insurance under- 
writers were accustomed to use the term 
“estate” in referring to a man’s property, 
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but the average business man did not think 
along those lines. In fact, the phrase, “Es- 
tate Planning,” prior to its use in advertising 
copy, meant about as little to the average 
business man as the word “halitosis”’ did be- 
fore it was made familiar through advertising. 

In 1927 our organization began advertising 
the Estate Planning idea and phrase in news- 
papers in New York, and in 1928, banks and 
trust companies in New York began adver- 
tising Estate Planning or Estate Analysis 
and other banks and trust companies through- 
out the country gradually began to use the 
estate planning idea in their advertising and 
solicitations. By 1930 this third cycle, which 
we will call the Estate Planning cycle, was 
in full swing. 


New Cycle: Management of Estates 

The trust new business department may 
now be said to have completed that cycle 
and is ready for something new. That some- 
thing new is—something old. It is nothing 
more than a return to advertising and selling 
the primary function of a trust company, 
that is: the management of estates. This new 
feature, in fact it may be called the fourth 
eycle in trust advertising, will take the form 
of an appeal to the public for business on the 
basis of sound management of estates. 


COMPANIES 


Not long ago, at a luncheon, Walter Reid 
Wolf, vice-president of the City Bank Farm- 
ers Trust Company, pointed out to me that 
the greatest service a trust company could 
render its client is not that of arranging an 
estate so as to save a small percentage of his 
property in taxes and expenses at death, 
but to perform the real function of replacing 
him in the management of his property for 
the benefit of his heirs. 

Shortly after this 
Wolf, I had a discussion with Ernest L. 
Colegrove, vice-president of the Guaranty 
Trust Company, in which I asked his opinion 
as to the possible effect of the new tax law 
on securing new trust business. Mr. Cole- 
grove seemed to be of the opinion that trust 
business should not be solicited on the ground 
of mere tax saving and that a man should 
not be asked to create a voluntary trust or 
to appoint a trust company to act as execu- 
tor and trustee under his will merely because 
by so doing he could save income taxes or 
inheritance taxes, and that entirely aside 
from the ethics of tax saving, such reasons 
were weak and ineffective when compared 
with the fundamental purposes of the trust 
company, which are to manage estates, pro- 
tect the corpus, and maintain earning power. 


conference with Mr. 


In the many examples which I have seen 
during recent years, trust companies have 
fulfilled this function far better than any 
other organization. Certainly, we have seen 
some striking examples of the need for con 
servative, trust-minded estate management, 
examples which prove that the saving 
through proper management is 1,000 per cent 
more valuable than the tax saving secured 
through estate planning. 

The Estate Planning Corporation must ad- 
vertise and talk estate planning because it 
does not act as executor or trustee. We are 
not estate managers. I believe that the time 
will soon arrive when banks and trust com- 
panies, because they can advertise and use 
in their solicitations the important argu- 
ments of management, will cease to advertise 
and talk about the advisability of planning 
one’s estate. They will cease advertising their 
“Estate Analysis Department” and will no 
longer suggest having the trust company 
“Prepare a plan for your estate.” 


Example of Estate Management 

May I give a recent example of the com- 
parative value of estate management versus 
estate planning. A man sold out his business 
several years ago and, at that time, formed 
two trusts with a New York trust company. 
One was revocable and the other irrevocable. 
He retained the income from both so that 
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no tax at all was saved. He told me that 
he expected to revoke the revocable trust 
because it did not save him anything, and 
he could see no use in maintaining it. I 
asked him what the market value of the se- 
curities placed in the trust was at the time 
he created it. He told me that it amounted 
to a million dollars and that he had retained 
a similar amount to manage himself, I then 
asked him how his trust had fared under 
the management of the trust company, and 
he stated that it had decreased in value about 
25 per cent. When I questioned him as to 
how he had made out with the million that 
had not been transferred to the trusts, he 
rather shamefacedly admitted that his fund 
had depreciated to a present value of about 
$100,000. When I called his attention to 
the fact that the trust management had pre- 
served for him almost 75 per cent of the 
principal of his revocable trust, he said that 
trust solicitors had called on him on the aver- 
age of once a month, during the past two 
years, and that all of them had talked tax 
saving to such an extent that he had begun 
to think that saving taxes was the sole pur- 
pose of a trust. 

Recently, we found that two brothers with 
estates of ten million dollars each, had each 
named the other as trustee in his will. They 
thought the trust company fee was excessive 
but when we explained to them just what 
trusteeship meant and the responsibility in- 
volved in acting as trustee, they decided to 
accept the management of a trust company 
for their properties. The management idea 
sold the case. 


Primary Trust Function Is Estate 
Management 


We believe that in the future trust com- 
panies will, in their advertising, stress the 
management feature of their business tre- 
mendously. The ethics of the trustee, the 
significance of trusteeship, and many other 
things must be made clear to the public dur- 
ing the next few years just as in the past 
four or five years the public has been edu- 
cated to the need for careful planning of an 
estate. The primary function of trust com- 
panies is to manage estates. That being their 
business, they should explain it. During the 
past few years they have been clearing the 
ground and have taught the people the neces- 
sity of planning estates for management— 
the next logical step is to convince the public 
of the advantages of trust company manage- 
ment. 


During this predicted cycle of new business 
development by trust companies, emphasis 
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will be laid, not on the saving of a few thou- 
sands of dollars in taxes or expenses at 
death, but on the preservation of the tre- 
mendous principal funds placed in their care, 
The story of trust management. will not be 
cluttered up with details of saving a little 
income or inheritance tax but will, we be- 
lieve, be rife with the facts of what intelli- 
gent management of an entire estate may 
accomplish. 

May I summarize briefly as follows: 

1. The first cycle consisted of accepting 
business rather than advertising or so- 
liciting. 

The second cycle included advertising 
but featured the solicitation of some 
specific service. 

The third, or the estate planning cycle, 
featured planning the entire estate. 
The fourth cyele, which we are now 
entering, will feature the function of 
management. This is truly the primary 
function for which our fiduciary insti- 
tutions were created and through which 
they will continue to justify the confi- 
dence which has been placed in them. 





TRUST COMPANIES 


THESE 
NEW YORK STATE CITIES 
ARE SERVED BY 
MARINE MIDLAND BANKS 


NEW YORK CITY BUFFALO ROCHESTER 
BINGHAMTON JOHNSON CITY 
JAMESTOWN CORTLAND ALBION 
BATAVIA EAST AURORA SNYDER 
LACKAWANNA TONAWANDA 
LOCKPORT NORTH TONAWANDA 


OSWEGO NIAGARA FALLS 


If close contact with business throughout New York State 
is important to you, an account at a Marine Midland 
Bank* is well worth while. 


Banks of the 
MARINE MIDLAND GROUP 


COMBINED RESOURCES OVER $600,000,000 


*Each Marine Midland Bank is managed by local officers 
and local directors. Yet, through the parent company, the 
Marine Midland Corporation, each is closely associated with 
every other bank in the Group. 





LEGAL INVESTMENTS FOR TRUST FUNDS 


III—REAL ESTATE OBLIGATIONS AS LEGAL INVEST- 
MENTS FOR TRUST FUNDS. 


EDWARD J. REILLY 


Trust Counsel, Moody’s Investors Service, New York, N. Y. 


(Epitror’s Note: This is the tiird of a series of articles by Mr. Reilly discussing the 
various media which are usually regarded as appropriate for trust fund investment and intended 
to focus attention upon a number of major factors which require careful consideration that the 
best interests of beneficiaries, and of fiduciaries as well, be adequately conserved. The fourth 
article, to appear in the May issue, will discuss railroad and public utility obligations as 


legal for trust funds.) 
BLIGATIONS secured by real prop- 
erty constitute the most widely ac- 
cepted media for trust fund invest- 
ment. There is no jurisdiction in which such 
obligations do not qualify and every state 
which has enacted legislation on the subject, 
expressly authorizes investment in such se- 
curities. 
nlowever, the conditions under which real 
property securities qualify are by no means 
uniform. Neither do they provide adequate 
safeguards in every case. Several of the 
statutes simply specify that investment may 
be made on bond and mortgage with no limi- 
tations on the character of the loan to be 
made, the amount which may be loaned on 
property of given value, the duration of the 
loan, or any other qualifying conditions de- 
signed to protect the investment. Second 
mortgage loans are, of course, not approved 
even in those jurisdictions which make no 
specific limitations upon lending authority. 


Adaptability of Real Estate Mortgages for 
Trust Investment 

Probably more than one-half of the funds 

held in trust throughout the country are in- 


vested in real estate mortgages. This is so 
primarily because real estate and interests 
in such property had commanded the atten- 
tion of investors many years before the pro- 
motion of railroads, public utilities and large 
industrial units. When agriculture was the 
principal economic concern of the nation, in- 
vestment was largely limited to mortgages 
on farms, homes and mercantile establish- 
ments. The broader popular interest in gen- 
eral securities—in bonds, preferred stocks 
and common stocks of railroads, public utili- 
ties and gigantic industrials was relatively 


slow in its development and even now there 
is a singular lack of qualifications to deter- 
mine intrinsic security values. The begin- 
nings of corporation finance as applied to 
railroads, canal companies and the earlier 
bank promotions of the “free banking” era 
were not such as to tempt conservative in- 
vestors to withdraw their funds which had 
been “put out’ at interest on farms and build- 
ings that they could see daily. And it was 
not until after the turn of the century that 
municipalities and other political subdivi- 
visions had begun to attract the funds of in- 
vestors, although at this time their outstand- 
ing obligations exceed seventeen billions. 

Because of its relatively more tangible na- 
ture as expressed in the ease with which its 
form may be determined by visualizing the 
exact property involved and its stability and 
value as compared with the more indefinite 
characteristics of the interest represented by 
a corporation bond or share of stock, its lo- 
cal nature and consequent broad availability. 
its freedom from sharp fluctuation in value 
in spite of lack of ready saleability, and the 
lesser skill required to determine its worth 
and continuing attractiveness as an invest- 
ment, the real estate mortgage will continue 
in high favor for fiduciary funds. Statutes 
authorizing mortgage investment, however. 
should ‘be strengthened so that not only will 
the fiduciary be protected in making this 
character of investment, but the cestuis will 
find their interests guarded quite as zealous- 
ly as those of the fiduciary. 


Statutory Provisions of Various States 
An examination of the statutes of the sev- 
eral states on this subject reveals many in- 
teresting situations. A number of laws 
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should be substantially strengthened without 
delay. Important lessons may be learned 
from the steps which have been taken in 
many jurisdictions to improve the quality 
of mortgage issues purchased for trust ac- 
counts, Illinois and South Carolina are 
noteworthy in that they authorize invest- 
ment of trust funds in mortgages in any 
state of the Union. Because of the purely 
local character of this type of security, su- 
pervision of such loans becomes difficult, if 
not impossible, when the property loaned on 
is situated at a considerable distance from 
the domicile of the trustee. Unless loans 
made at a distance are on so conservative a 
basis as to require no supervision—which 
would be quite unusual—the prudence of 
granting such broad authority may well be 
questioned. 

While many of the states have 
no standard of the amount which may be 
loaned upon bond and mortgage, in those 
states where limitations are laid down, from 
fifty to sixty per cent of the value of the 
property is the more general yardstick. Sev- 
eral statutes bring the limitation down to 
forty per cent when the loan is on unim- 
proved property or in an adjoining state. 
West Virginia makes a slight but interesting 
variation in this general provision by speci- 
fying that such loans will be proper, at in- 
terest of from four to seven per cent, pro- 
vided they do not exceed eighty per cent of 
the assessed value of the property. There 
the land owner who strives to keep his as- 
sessment down in order to save taxes must 
pay for his conservatism through the lower 
loan value of his land, while the owner who 
wishes to borrow somewhat more than might 
otherwise be appropriate may possibly be ac- 
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commodated through an insistence upon pay- 
ing higher taxes. 


Southern and New England States 

Florida, in her statute enacted a few years 
ago, provided that at no time may more than 
forty per cent of a trust fund be invested in 
mortgages which, by the way, are limited to 
fifty per cent of actual value. Florida has 
had some experiences in real estate and mort- 
gage values which may have been the rea- 
son for this enactment. Very wisely Louis- 
iana provides that in mortgage investments 
for wards, no loan may be made upon prop- 
erty assessed for less than twenty-five hun- 
dred dollars. Undesirable properties of un- 
stable rental value and owned by obligors 
of dubious financial strength are thereby 
largely avoided. 

Maine permits her savings banks to invest 
in guaranteed mortgages and mortgage bond 
issues of strong companies but definitely 
rules out all mortgage loans on churches, 
factories, clubs, garages, hotels, theatres and 
hospitals, while Vermont permits loans on 
quarries, timberlands and industrial plants 
within limits designed to strengthen the loan. 
This is the only state specifically permitting 
mortgage loans on industrial plants. Ver- 
mont also has another interesting section in 
its savings bank law—mortgage loans are 
limited in amount to thirty thousand dollars; 
however, in certain cases the loans may be 
increased above that figure “upon the ap- 
proval in writing of all of the trustees of the 
bank who are physically able to act.” 

Tennessee's new trust investment law 
which went into effect on January 1st of this 
year, specifies that appraisals of properties 
must be made by licensed real estate ap- 
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praisers or qualified officers of the institution, 
if a corporate fiduciary is making the loan. 
The loan will not be legal, however, if the 
lender gets a commission of more than one 
per cent of the principal amount of the loan 
annually. Texas specifies that in order for 
a prospective loan to be legal for trust funds, 
all of the papers, together with the title, must 
be passed upon by an attorney. 

Minnesota and New Jersey have special 
statutes making real estate obligations other 
than first mortgages legal for trust funds. 
In the first state debenture 
farm mortgage debenture companies to the 
extent of twenty per cent of the capital of 
the debenture company or twenty per cent of 
the amount of the trust are legal unless ex- 
pressly prohibited by the donor or testator. 
While in New Jersey, by special enactment, 
mortgages on leasehold estates of camp meet- 
ing associations are legal if the association 
Subrogates its rights to the mortgagee; the 
associations must be approved by the state 
banking department. 

Kthode Island and New Hampshire require 
that their savings banks revalue all mortgage 
loans at least once every five years and if 
the property has depreciated below seventy 
per cent of the former appraisal, appropriate 
curtailment of the loan is required. 


Curiously enough in New Jersey no mort- 


obligations of 


gage is legal for trust funds if the interest 
rate is less than three per cent or more than 
six. 

Only a handful of jurisdictions place safe- 
guards about the ability to pay interest. 
These require that the fair rental value of 
the property must be sufficient to pay interest, 
taxes, insurance and similar charges. Sev- 
eral states require before a mortgage loan 
is made that there must be a title guaranty 
policy issued on the property and adequate 
fire insurance to safeguard the loan. Mon- 
tana limits real estate loans to maturities of 
one year on one-half the value of the proper- 
ty as estimated by the probate judge. 


Need of Greater Safeguards 

Oregon, in her recently enacted statute 
covering the investment of trust funds, has 
imposed the unusual but, nevertheless, highly 
intelligent provision that no loan on real es- 
tate plus taxes not due and bonded indebt- 
edness for public improvements not due, shali 
exceed fifty per cent of the actual cash mar- 
ket value of the property. The highly satis- 
factory nature of this provision is readily 
appreciated when one understands that in 
many sections of the country overlapping 
debt of political subdivisions has reached 
scandalous proportions. There are instances 
on record where such indebtedness exceeds 

(Continued on page 531) 
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CONSOLIDATION OF A TESTAMENTARY TRUST WITH 
A TRUST ESTABLISHED UNDER AN EXTRINSIC 
INSTRUMENT 


LEADING COURT DECISIONS AS TO VALIDITY OF CONSOLIDATION 


ARTHUR B. TYLER 
Assistant Trust Officer, The National Shawmut Bank of Boston 


(Epitor’s Note: The author discusses some of the advantages as well as issues of law 
raised in connection with the consolidation of testamentary with living or insurance trusts into 
a single fund. He discusses some leading decisions bearing upon the subject and concludes that 
it is imperative to ‘‘make haste slowly’’ in attempting consolidation and that vexatious prob- 
lems remain unanswered, such as the validity of consolidation of a testamentary trust with a 
revocable living trust, particularly one which has been altered or amended subsequent to the 
execution of the will.) 


UE to the increasing popularity in 

recent years of HKiving trusts and in- 

surance trusts, it is familiar practice 
today for a person of means to establish 
trust funds for his family through the me- 
dium of two independent instruments, name- 
ly. his will, and a living trust or an insur- 
ance trust. The provisions of such trusts, so 
far as they affect the beneficiaries, are often 
parallel, and it is therefore obviously advan- 
tageous, both from an investment standpoint 
and on account of simplicity of administra- 
tion, to consolidate such separate trusts into 
a single fund. However, interesting and im- 
portant questions of law present themselves 
in connection with such consolidation. 


The Atwood Decision 
The leading which for years has 
stood out as a danger signal opposing the 
consolidation of a testamentary trust with 
an independent living trust, is Atwood vs. 
Rhode Island Hospital Trust Company (275 
Fed. 513, 516, C. C. A. Ist Circuit). The ques- 
tion here was as to the validity of the 
residuary clause of the will of one Davis, 
which provided as follows: “J give 
the remainder to my said executors 
with power to sell 
and pay the proceeds over to the 
Trust Company, to be held, managed 
and disposed of as a part of the principal of 
the estate and property held by it in trust 
for my life and the lives of others in the 
manner as though the proceeds of 
such sales had been deposited by me as a 
part of said trust estate 
It appeared that earlier on the same day 
that he executed his will, the testator Davis 


case, 


sane 


had created a revocable living trust, under 
the terms of which he was to receive the 
income during his life, and upon his decease, 
after payment of certain gifts, the trust was 
to continue for other beneficiaries. On the 
facts of the particular case, it was generally 
agreed that the doctrine of incorporation by 
reference was inapplicable. The court held, 
in a majority opinion, that the residuary 
clause of the will was inoperative and void, 
and that Davis therefore died intestate as 
to the residue of his estate. 

The decision of the court was rendered by 
Anderson J., who reasoned as follows, at 
page 521: 

. we are clear that the plan dis- 
closed in the will and the inter vivos trust 
together is obnoxious to the statute of 
wills, falling plainly within the condemna- 
tion of the rule pungently stated by Sir 
George Parker in Johnson vs. Ball, 5 De G. 
& Sm. 85, 91, where he said: ‘A testator can- 
not by his will prospectively create for him- 
self a power to dispose of his property by 
an instrument not duly executed as a will 
or codicil” This is exactly what Davis un- 
dertook to do as to the residue of his testa- 
mentary estate. 

“Reading the ninth clause of the will in 
connection with the trust instrument, which 
contains full power of revocation and modi- 
fication, Davis said: ‘I give the residue of 
my estate to said Trust Company to be dis- 
posed of to such persons and in such propor- 
tions as I may have instructed or shall 
hereafter instruct said Trust Company,’ 


“Wanifestly, then, the real disposition of 
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this residuary estate is made, not by the will, 
but by the shifting provisions in the trust 
instrument. No amount of discussion or 
elaboration could make plainer the absolute 
destruction by such plan of the safeguarding 
provisions in the statute of wills.” 

It is interesting to note that the effect 
of the foregoing decision as applied to the 
particular case, was subsequently nullified 
by the action of the Supreme Court of Rhode 
Island in admitting to probate as part of 
the will of Mr. Davis (not under the doc- 
trine of incorporation by reference) the rev- 
ocable living trust in question, Merrill vs. 
Boal (47 R. I. 274); and this decision of the 
Supreme Court of Rhode Island was held 
to be conclusive upon the federal courts, 
notwithstanding an emphatic dissenting opin- 
ion by Mr. Justice Anderson.—Atwood vs. 
Rhode Island Hospital Trust Company (34 
Fed. (2d) 18.) 

However, the reasoning of the Federai 
Court in 275 Fed. 513 continues in full force 
and effect, and because of that decision care- 
ful attorneys in many jurisdictions have gen- 
erally felt it inadvisable to attempt to create 
similar trusts under a will and under a liv- 
ing trust deed, without setting forth in each 
instrument the detailed terms of the trust, 
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and a further provision for consolidation of 
the two trusts in the discretion of the trus- 
tee and subject to the approval of the court. 


The Rausch Decision 

The recent decision of the New York Court 
of Appeals, in In Re Rausch’s Will, decided 
February 9, 1932, represents a distinct ex- 
tension in New York of the law relating to 
the doctrine of incorporation by reference. 
Here, one Rausch left a will dated November 
25, 1927, whereby he gave one-fifth of his 
residuary estate “to the New York Trust 
Company of New York City. to be held by 
said Trust Company in trust for the benefit 
of my daughter Florence Skillings. under the 
same terms and conditions embodied in the 
Trust Agreement made between myself and 
the said New York Trust Company, dated 
April 15, 1922. the principal to be disposed 
of as contained in the said agreement, and 
which agreement is hereby made part of this 
my will, as if fully set forth herein.” 

The trust agreement in question, which 
contained no power of revocation, referred 
to the bequest to the trustee of a sixth of 
the grantor’s residuary estate under an ear- 
lier will, and stated that upon receipt of 
such share of the estate the trustee “shall 
administer it as a part hereof and as di- 
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rected in this indenture.” The only change 
effected by the later will of 1927 was to in- 
crease the share of the residue from one- 
sixth to one-fifth. 

The surrogate held upon objections by the 
next of kin that the will was valid in all its 
parts. The Appellate Division reversed, and 
held that as to a fifth of the residuary es- 
tate there had been a violation of the rule 
forbidding the incorporation of unattested 
documents and that the testator to that ex- 
tent had died intestate. Upon appeal, the 
court, by Cardozo, Ch. J., held that the 
order of the Appellate Division should be 
reversed and that of the Surrogate’s Court 
affirmed. In dismissing the contention of 
the lower court that the will was invalid 
because the terms of the deed of trust were 
not repeated in the will, Judge Cardozo 
stated: 

“The rule against incorporation, well es- 
tablished though it is, is one that will not be 
carried to ‘a drily logical extreme’ (Matter 
of Fowles, 222 N. Y. 222, It is one thing 
to hold that a testator may not import into 
his will an unattested memorandum of his 
mere desires and expectations, his unerecuted 
plans (Booth vs. Baptist Church of Christ, 
126 N. Y. 215, 247). Jt is another thing to 
hold that he may not effectively enlarge the 
subject-matter of an existing trust by identi- 
fying the trust deed and the extent and na- 
ture of the increment. In the view of the 
law, a corporation as an individual and a 
corporation as trustee are separate personali- 
ties (Collins vs. Hydorn, 1385 N. Y. 320, 324, 
325). What is taken as trustee is taken sub- 
ject to the trust, for it can be held no other 
way.” 


99° 
mood). 


“A gift to a trust company as trustee of a 
trust created by a particular deed identifies 
the trust in describing the trustee, like a 
gift to a corporation for the uses stated in 
its charter. Only a quibble will find a differ- 
ence between a gift to a trust company as 
trustee under a deed and a gift to the same 
company with instructions to hold what is 
given in accordance with the deed. The quib- 
ble becomes the more transparent when we 
recall that by the terms of the deed the trus- 
tee had bound itself in advance to accept a 
sirth of the estate if so directed by the will. 
The legacy when given was not the declara- 
tion of a trust, but the enlargement of the 
subject-matter of a trust declared already. 
A philanthropist during his life establishes 
a foundation as trustee for a specific trust. 
The mind rebels against the formalism that 
would invalidate a bequest for no better 
reason than the omission to state the pur- 
pose of the trust again. 
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“The rule against incorporation is not a 
doctrinaire demand for an unattainable per- 
fection. It has its limits in the considera- 
tions of practical expediency that brought it 
into being. were the identification of the 
donee is itself an expression of the gift, the 
discovery of the one being equivalent to the 
ascertainment of the other.” 

The decision is based squarely upon the 
doctrine of incorporation by reference. It is 
interesting to note that nowhere in the opin- 
ion is there any reference to the case of 
Atwood vs. Rhode Island Hospital Trust 
Company (275 Fed. 513), where as stated 
above the doctrine of incorporation by refer- 
ence was held to be inapplicable. 


Decisions in Massachusetts 

The doctrine of incorporation by reference 
has always been more liberally applied in 
Massachusetts than in New York. In this 
connection the case of Bemis vs. Fletcher 
(251 Mass. 178), is of interest. Here, the 
testatrix by will dated December 28, 1910 
gave the rest and residue of her property to 
her husband, if living, but if he shall pre- 
decease her “to those persons who shall be 
appointed trustees under my said husband’s 
will, to whom by his will my husband shall 
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give the residue of his estate in trust,” and 
to their successors, to be administered with 
the same rights and powers, and to be dis- 
posed of to the same persons or corporations 
in the same manner “as shall be provided for 
the trust established’ by her husband's will 
relating to the residue of his estate. She 
died in 1922. Her husband predeceased her, 
leaving a will dated December 26, 1905 and 
two codicils dated December 25, 1909 and 
September 2, 1910. 

The question was whether the residuary 
Cavse of the testatrix’ will constituted a 
valid gift for the benefit of the charitable 
corporations named in the residuary clause 
of the will of her husband, or whether the 
residue of her estate passed to her heirs- 
at-law as intestate property. The court held, 
by Carroll J., that the testatrix intended to 
incorporate into her will the eighth clause 
of her husband’s will, as a part of her 
will, and that a valid trust was therefore 
established to be administered as indicated 
in his will. The court further held, it was 
unnecessary to consider what construction 
should be given to her will, if her husband 
had made another will after 1910, as this 
event did not happen; and that Atwood vs. 
Rhode Island Hospital Trust Company (275 
Fed. 513), was not in conflict with what 
was here decided. 

Another Massachusetts case which is 
worthy of attention is Old Colony Trust Com- 
pany vs. Forsyth Dental Infirmary for Chil- 
dren (271 Mass. 511). In this case the tes- 
tator, Thomas A. Forsyth, provided as fol- 
lows in the residuary clause of his will: 

“All the rest, residue and remainder of my 
estate and property, real, personal and mixed, 
of which I may die seized or possessed, or 
to which I may, in any way, be entitled at 
the time of my decease, I give, devise and 
bequeath to Old Colony Trust Company of 
Boston, Mass., to be added by it to the trust 


estate held by it for the benefit of the ‘For- 
syth Dental Infirmary for Childrew under 
Declaration of Trust executed by John Ham- 
ilton Forsyth and Thomas Alexander For- 
syth, dated March 15, 1910, and thereupon the 
same shall become subject to the terms of 
said Declaration of Trust.” 

The Declaration of Trust, dated March 15, 
1910, was irrevocable. The residue of the 
estate was paid over to the trustee, in due 
course, and no question appears to have 
arisen as to the validity of the will in pro- 
viding for such consolidation. The case came 
before the court on a bill for instructions, 
on an entirely different issue. 


Conclusions 

It is obviously improper, if not impossible, 
to attempt to draw any general conclusions 
from the foregoing decisions. They establish 
the law only in their respective jurisdictions, 
and only to the extent of the particular state 
of facts involved in each case, and the issue 
of law there raised. Vexatious problems re- 
mained unanswered, such as the validity 
consolidation of a testamentary trust with a 
revocable living trust, and particularly one 
which has been altered or amended 
quent to the execution of the will. The one 
generalization which can safely be stated is 
that in attempting consolidation of a testa- 
mentary trust with a trust created by an 
extrinsic instrument, it is imperative to 
“make haste slowly.” 
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fe te 

A. W. Sherman of the American Security 
& Trust Company of Washington, D. C., 
won the Bank President’s Trophy, annually 
awarded by the Washington Chapter, A. I. B., 
to the winner in public speaking contests. 

The Superintendent of Banks of Maine 
has announced that Jamaica Water Supply 
Company, First Series A, of 1955, are 
legal for savings bank investment in Maine. 
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ADVANTAGES OF FLEXIBILITY IN THE CREATION OF 
TRUSTS 


EFFECT OF INCREASED ESTATE TAXES AND PROPOSED GIFT TAX 


RUSH C. BUTLER 
Member of law firm of Butler, Pope, Ballard & Elting, of Chicago, III. 


Epitor’s Note: The drafting of trust instruments, whether of testamentary character 










or of living trusts, becomes a matter of increasing concern because of the heavy burdens imposed 


by drastic increases in estate taxes and the proposed gift tax. 


The author takes the position 


that where trusts are created for beneficient, charitable or educational purposes, that the grantors 


are within their rights in seeking legitimate avenues to minimize taxes. 


He also emphasizes 


the need of giving wide elasticity of fiduciary authority in creating trust instruments to avoid 


diversion or obsolescence.) 


LEXIBILITY is the most important 

consideration to bear in mind in pre- 

paring any trust, whether testamentary 
or inter vivos. In spite of its importance, 
this so-called canon of flexibility, if I may 
call it by that name, is constantly violated. 
Those who have to do with wills and trusts, 
and particularly those who are concerned 
with charitable gifts and bequests, should on 
all occasions preach and practice flexibility. 


Retaining Power to Modify or Terminate 
Trust 

In living trusts it is becoming more and 
more generally recognized that some person 
must be empowered to modify and even ter- 
minate the trust. The only opposing con- 
sideration is the effect of tax provisions such 
as are brought about by the federal income 
tax and the estate tax laws. The grantor 
alone or even in conjunction with someone 
not a beneficiary of the trust cannot be given 
the desired power without the loss of tax 
advantages. But the power may be retained 
by the grantor acting in conjunction with 
some trusted person who is a beneficiary of 
the trust, or may be given to any beneficiary 
acting alone. 

I am aware that the wording of the fed- 
eral estate tax provision on this subject fails 
to support this statement, but it is doubtful 
whether the provision of the statute is valid. 
The Supreme Court will probably decide this 
question before long. But even if the deci- 
sion is adverse to my contention I would 
still maintain that in most cases it is better 
to retain the power to terminate than to 
Save taxes by dispensing with that power. 


In other words, I would sacrifice the tax 
advantage in order to preserve the flexibility 
of the trust. 

Many persons in creating a living trust 
will desire to retain by some means during 
their own lives the control which I have men- 
tioned, but fail to consider the advisability 
of continuing that control, that is, the power 
to modify or terminate, in some person after 
they themselves have died. In fact, many 
donors, and testators as well, are so cock- 
sure of the abiding wisdom of their plans 
that they insist no one should have the 
power to modify them after their death. This 
is a point at which lawyers, trust officers, 
and others, either from ignorance or lassi- 
tude, often fail in their duty as advisors. It 
is easy to comply without demur to the 
wishes of the donor, especially when he is a 
man of strong conviction. 


As to Charitable Trusts 

Even if there is no- charitable trust in- 
volved, powers of modification after death 
should be lodged in someone, because neither 
foresight nor imagination can predict what 
financial conditions and family circumstances 
will be in later years and what changes will 
be made in the tax and other laws. And if 
some lasting charitable trust is involved there 
is all the more reason why it should not be 
fixed and immutable. Probably in most cases 
a permanent charitable trust is to be avoided 
altogether. Julius Rosenwald, not long ago 
advocated comparatively short term chari- 
table trusts. It was his view that the pub- 
lic benefit would be greatly enhanced, and 
many difficulties avoided, if provision were 
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made for expenditure of the principal as 
well as the income of the trust within twenty- 
five years. He drafted his will accordingly. 

Under the cy pres doctrine, if a charitable 
trust is impossible of execution, a court of 
equity will sometimes decree that it is to be 
earried out in a slightly different manner 
from that prescribed in the will or trust. But 
courts have not gone very far in this direc- 
tion, and the heirs generally prevail over the 
charitable objects or intentions of the tes- 
tator. 

In England, the trustees of a foundation 

can have the will amended by act of Parlia- 
ment, even when there is no question of ac 
tual impossibility of carrying out the terms 
of the will and only a question of expediency. 
Thus, when war with Germany broke out, 
’arliament authorized the trustees of the 
Cecil Rhodes trust to dispense with the 
scholarships for German students and a few 
years ago the trustees, under Parliamentary 
authority, restored a few of the original 
scholarships and gave the balance of them to 
certain British colonies. What is more star- 
tling to American lawyers, when the trustees 
recently determined that Rhodes made a 
mistake in providing that there should be 
two scholars from each American state and 
that there would be more competition and 
better results if scholars were chosen from 
geographical districts of six states each, they 
easily obtained an act of Parliament which 
permitted them to amend the will in that 
respect. 

Restrictions on Philanthropic Foundations 

In the United ‘States, perhaps unfortunate- 
ly, there is no power anywhere to be found 
that can change a charitable foundation as 

*arliament frequently does in England. In 
Massachusetts there is a theological semi- 
nary which lacks both faculty and students 
because of the narrow restrictions imposed 
by its founders of long ago. In Philadelphia 
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there is a free college for orphans and half- 
orphans, founded by a sea captain, where 
navigation is one of the required subjects for 
generation after generation of land-lubbers; 
where parties of visitors are always care- 
fully examined in order to exclude under 
the terms of the will any officer, such as 
minister, ecclesiastic, missionary, priest, or 
rabbi of any chureh or religious establish- 
ment. 

Not even Philadelphia lawyers have been 
able to modernize these conditions or do 
anything to bring about the removal of that 
enormous unsightly stone wall of certain re- 
quired thickness and certain required but- 
tresses as ordained by that sea captain. In 
order to comply with the conditions of the 
will requiring the wall to be of a certain 
height, the lawyers or others in authority did 
manage to have half of it laid underneath 
the ground. The land used by that college 
in the heart of a large city has increased 
enormously in value, and other lands owned 
by the sea captain contained, all unknown 
to him, untold wealth of anthracite. The un- 
imaginable good that could have been accom- 
plished in perpetuity under a flexible trust 
is minimized and thwarted by the dead hand 
of that unwise sea captain and by the Con- 
stitution of the United States of America. 

Since there is no unshackling power in 
this country corresponding to that exercised 
by Parliament in England, the best we can 
do is to try to prevent such blunders at the 
source. The present trend toward community 
trusts, which provide expert handling of 
finances on the one hand by boards of men 
expert in finance, and proper distribution of 
donations and bequests on the other hand 


by boards qualified in social service, meets 


the requirements of the present time and 


is commendable. 


Appointment of Successor Trustee 
The testator frequently knows just what 
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charity he desires to benefit in his will but 
fails to consult the management, and makes 
some foolish provision with the result that 
the charity is little benefited. The lawyer, 
who is frequently required to draft the will 
the day before the testator leaves for Cali- 
fornia or Florida or enters a hospital, has 
neither time nor opportunity to make any 
inquiry or give advice in the matter. There 
is an institution in Illinois which is in 
great need of funds to carry on its work 
properly throughout the state. It has a 
receiving station in a certain city near Chi- 
cago, and the well-to-do residents of that 
suburb, not realizing that the “branch” in 
their city is a mere receiving station, have 
bequeathed large sums for the use of the 
branch there located, without any restriction. 
The result is that the society has funds 
which cannot be used to advantage, and yet 
is in crying need of money. 

At the present time and in view of the 
difficulties raised by our many rigorous tax- 
ing laws, it is particularly advisable to em- 
body in the trust a provision which will 
make it possible to appoint a successor trus- 
tee in New York or some state other than 
Illinois. I say this most largely on account 
of the threat of the personal property tax. 
There should be in every trust a provision 
permitting the trustee, which we will assume 
is a local trust company, to appoint as suc- 
cessor trustee any trust company, wherever 
situate, having combined capital and surplus 
of a stated minimum amount, whereupon the 
original trustee shall become the advisor 
under the trust with power to supervise the 
administration of the trust and remove the 
trustee and appoint another trustee. Such a 
provision will make it possible to avoid a 
heavy tax and to change the location of the 
trust from time to time to meet changing 
laws or conditions. This is merely one exam- 
ple of the flexibility which I think is so 
highly desirable. 


Proposed Gift Tax 


Looking at the immediate future, the most 


startling development is the proposed gift 
tax and greatly increased estate tax. Hith- 
erto, we have thought that death and taxes 
are equally certain, but now, with the gift 
tax, the tax collector will come around even 
thead of the Grim Reaper. The best and 
surest way to avoid the tax collector is to 
make charitable gifts and ‘bequests, and it 
would seem that churches, schools and other 
charitable institutions have a future that is 
bright in proportion as taxes are high. The 
point is that we should do our best to make 
these gifts accomplish as much good as pos- 
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sible and to avoid restrictions which thwart 
the general beneficent purpose of the donor. 


Trusts and Income Taxes 

The creation of a living trust. decreases 
income taxes. It creates a new taxpayer 
so that income which would otherwise be 
added to the other income of the creator of 
the trust is made income of the new tax- 
payer. To obtain this advantage, however, 
the trust must not be revocable by the 
grantor either acting alone or in conjunction 
with any person not a beneficiary of the trust. 


Irrevocable Trusts and Estate Taxes 

By creating a trust and making it irrev- 
ocable by the grantor, the property in the 
trust will not be subject to federal estate 
tax. By creating a trust under which the 
grantor does not receive the income of the 
trust during his life, Illinois inheritance 
taxes may be avoided, and the Illinois rule 
applies in many of the states. By creating 
a trust which is irrevocable by the grantor 
and which does not provide for payment of 
the income to the grantor, both the federal 
estate tax and the inheritance tax may be 
avoided. For reasons already explained, not 
having to do with taxes, trusts ordinarily. 
should not be made irrevocable, but there are 
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ways of creating a trust in effect revocable 
and yet not subject to federal estate tax. 


Trusts and the Personal Property Taxes 

A person not a resident of New York State 
may create a New York trust, thereby avoid- 
ing all personal property taxes as to the se- 
curities placed in the trust. If objection is 
made to having the trust controlled by a 
distant trust company, provision may be in- 
cluded in the trust declaration for supervi- 
sion or control of investments by an adviser 
living at the home of the grantor. 

The state personal property tax in Illinois 
has a very wide range and could be levied 
on state and municipal bonds of any state 
including Illinois, although the practice 
hitherto has been not to assess bonds of this 
state or political subdivisions of the state. 
United States Government securities of 
course are not subject to Illinois personal 
property tax. All of the securities mentioned 
are subject to federal estate tax and inherit- 
ance tax and this is generally true in all 
states. 

Trusts, Bequests and Life Insurance 

Some advantages are to be gained in mak- 


ing charitable gifts through life insurance 
policies, either direct or through trusteeships 


created for the purpose of receiving and ad- 
ministering the life insurance money. Life 
insurance may be purchased and made pay- 
able to a charitable institution without power 
of change of beneficiary in the insured, and 
the payment of premiums on such policy up 
to 15 per cent of net income would be de- 
ductible from federal income tax. If in lieu 
of a iump sum payment it is desired to 
spread installment payments under the pol- 
icy over a period of years, it would be ad- 
visable to create an insurance trust, plac- 
ing the proceeds of the policy in the hands of 
a trustee for administration in ordinary 
course. This again would permit of that 
quality of flexibility which is so highly de- 
sirable in all trusts. An insurance company 
can exercise no discretion with reference to 
the proceeds of the policy retained by it for 
distribution, while the trustee may exercise 
authorized discretion to the advantage of the 
beneficiaries. 

Many an estate is sacrificed by forced sale 
made necessary in obtaining funds with 
which to pay estate and inheritance taxes. 
A prospective donor may well consider 
whether it might be worth while, both from 
the standpoint of minimizing income taxes 
and estate and inheritance taxes, to create 
an insurance trust which would enable his 
estate to liquidate its tax liability without 
jeopardy to the bequests contained in the 
will. There would be no federal estate tax 
upon the insurance taken out for a chari- 
table or social service organization. 

There is a tendency to draw wills and 
trusts after stereotyped form. ‘This is highly 
inadvisable. I do not make this suggestion 
for the benefit of the lawyers. They should 
always be consulted in the preparation of 
any kind of a trust, but for the reason that 
the sort of a trust or will that is good for 
“A”? may not suit “B” in his peculiar cir- 
cumstances at all. Each case is different 
from every other. There are three persons 
to be consulted and satisfied in the creation 
of a trust—the client, the attorney, and the 
trustee, and, in the event of an insurance 
trust—the insurance adviser. In the crea- 
tion of an insurance trust, as in any other 
trust, the power to revoke should continue 
after the death of the insured. 
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Charles Elliot Warren, vice-president of 
the Irving Trust Company of New York will 
shortly retire, after fifty years of connection 
with the banking business. 

Arthur Gardner of the Bankers Trust Com- 
pany has been nominated for president of 
New York Chapter, American Institute of 
Banking. 
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“LEADS” IN SELLING LIVING TRUSTS 


ERNEST L. COLEGROVE 
Second Vice-President, Guaranty Trust Company, New York 


N our promotion of living trusts, leads are 
opened up in a somewhat more casual or 
miscellaneous way than in the solicitation 

of executorships. By this I do not mean that 
we merely take things as they come, but 
whereas we would systematically cover a 
list of prospects in the solicitation of will 
appointments, we have not done this in the 
ease of living trusts. We circularize care- 
fully prepared lists with living trust letters 
and literature the same as we do with wiil 
literature, but most of our personal solicita- 
tion of living trusts is done as a result of 
special information which we secure through 
miscellaneous sources. 

For instance, a business is sold or liq- 
uidated. We know that the principals are 
receiving considerable sums of money. Three 
such cases come to my mind: In one, three 


brothers, approaching the age of retirement, 


sold an old manufacturing concern. We pre- 
sented to them the logical advantages of 
creating living trusts and all three of them 
acted on our suggestion. Another man sold 
his interest in an investment business for 
$1,000,000. We were in touch with the trans- 
action and suggested a trust, which he cre- 
ated. The widow of one of our former bank- 
ing customers was receiving large annual 
payment from the sale of his business. Here 
was another prospect for a living trust. 

Many living trusts are created with legacies 
which we distribute. Seven million dollar 
trusts resulted directly from the mailing of 
literature and letters to one of our wealthy 
customers. 

In a great many cases living trusts origi- 
nate through lawyers for their wealthy 
clients, and while this business cannot ve 
said to have been “sold” in the strictest sense, 
certainly it can in a broader sense. Fre- 
quently living trusts are created as a result 
of information secured in will solicitations. 
Custody clients are often induced to avail 
themselves of the broader investment serv- 
ice which we render through a living trust. 
Many living trust solicitations follow as a re- 
sult of our general advertising. The sources 
from which this type of business is developed 
are many and varied. Whatever the source, 
each case is handled by personal interview 


so far as possible, in order that we may 
have a discussion of all the facts of the 
situation. In many cases it is obvious at 
the outset that a trust is desirable, but fre- 
quently it will develop from the discussion 
that a trust would serve no practical purpose. 

We make no effort whatever to standard- 
ize our solicitation of living trusts or any 
other type of trust business. What we want 
is an intelligent, flexible approach to every 
situation. There is, of course, certain es- 
sential information which we must have in 
all cases. Is the fund in cash or securities? 
If in securities it is a great help if we can 
make a preliminary review of them early in 
the negotiations. A consideraton of the 
type of assets to be held in the trust will 
have an important bearing on the investment 
provisions of the trust. 

The grantor’s wishes with respect to in- 
come and principal distribution, and all of 
the rights and responsibilities of both the 
grantor and the trustee must be considered 
in comprehensive detail. The amount of in- 
come which beneficiaries are receiving from 
other sources should be known, because of 
its bearing on the type of investment to be 
held in the trust. 

The relation of the trust to the general 
estate situation and consideration of a will 
in conjunction with the trust naturally fol- 
low in most cases. All legal questions are 
invariably referred to the client’s own lawyer. 
In the great majority of cases, we establish 
such a relationship that we can work in direct 
cooperation with the lawyer. When the in- 
strument is prepared we, of course, review 
it and make such suggestions as may seem 
advisable. Those of a purely practical nature 
we may make to the client. Those of a legal 
nature are made to his lawyer. 


Bo me mb 


The Nova Scotia Trust Company of Hali- 
fax, Canada reports trust estate and agency 
accounts amounting to $5,854,000, exclusive 
of corporate trusts. 

The Capital Trust Corporation of Ottawa, 
Canada, reports trust and agency accounts 
of $9,527,000 with guaranteed investment ac- 
count of $5,524,615. 
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ORD PRESTON ELECTED PRESIDENT OF 
UNION TRUST COMPANY OF 
WASHINGTON, D. C. 

Edward J. Stellwagen, first and only presi- 
dent of the Union Trust Company of Wash- 
ington, D. C., since its founding thirty-two 
years ago, has retired due to long illness. He 
will be succeeded by Ord Preston, a director 
of the bank. Mr. Preston was a major in 
the Signal Corps during the World War and 
was a former president of Washington Gas 

Light Company. 


CLEARING HOUSE FOR WESTCHESTER 
COUNTY BANKS 
Plans are in process of development for 
the organization of a clearing house associa- 
tion to embrace banks and trust companies 
located in Westchester County, New York. 
The association will be patterned after the 
New York City Clearing House and besides 
clearing checks will provide for independent 
examinations and adherence to sound interest 
rate policies. Twenty-eight of the fifty-one 
banks and trust companies of Westchester 
county have signified membership. 
Robert R. Rennie, president of the National 
City Bank of New Rochelle, is chairman of 
the committee studying the plan. 


E. J. STELLWAGEN 


Who has retired as president of the Union Trust Company, 
Washington, D. C., owing to illness. 
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. Documents necessary when transfer is 
by an Executor or Administrator. 

. When a Court Order is necessary before 
transfer. ; : 

. When an Inheritance Tax Waiver is nec- 
essary (and how and where to obtain). 

. Documents necessary when transfer is 
by a Guardian. 

. Requirements in case a “Stop” has pre- 
viously been filed against the transfer 
of the certificate. 

. Proper forms of endorsement when other 
than an individual’s signature is involved. 

. Documents necessary when transfer is 
by a Trustee. 

. Documents necessary when transfer is 
to a Trustee. . 

. Proper forms for guarantee of signature. 

. When a release under the Federal Es- 
tate Tax is necessary. 

. Documents necessary when transfer is 
by acorporation. 

. Proper forms of inscription when transfer 
is to Joint Tenants or Tenantsin Common. 

3. When copy of Will must be submitted 
and points in it to be noted. ; 

. Documents necessary when transfer is 
being made by Executor or Administra- 
tor before expiration of the time limit for 
presentation of claims against the estate. 

. Documents necessary when transfer is 

® by a Receiver. 
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HOW FEES FOR TRUST SERVICE ARE 
APPLIED IN HAWATI 

In Hawaii the trust companies operate un- 
der a list of fees for trust services, estab- 
lished by the legislature and revised in 1929, 
eovering trusteeships, guardianships and the 
administration of estates. Explaining the 
method of applying fees for trust service in 
Hawaii, F. W. Jamieson, vice-president of 
the Hawaiian Trust Company, Ltd., of Hono- 
lulu, writes to Trust COMPANIES Magazine: 

“In regard to the administration of testate 
and intestate estates, the fees of executors 
and administrators on principal, are figured 
on the appraised value of the estate, which 
value is set by appraisers who are disinter- 
ested persons appointed by the Court. The 
fees chargeable to income in trust and guard- 
ianship accounts, are the same as the fees 
allowed in the accounts of executors and ad- 
ministrators, as set forth in the list which 
we sent you. In trusteeship and guardian- 
ship accounts, the fees allowed on principal, 
are 1 per cent on the value of the estate at 
the inception of each trust, and 1 per cent on 
the value at the termination of each trust. 

“If property in the trust should be rea- 
lized, the trustee or guardian would be en- 
titled to 2% per cent on the cash obtained 


from such realization, providing that a 
charge of 2% per cent on receiving had not 
been previously made. In other words, if 
the estate held at its inception, $5,000 of 
bonds which were redeemed during the term 
of the trust, the trustee would be entitled to 
2% per cent on the receiving of the funds, 
but should an investment be made of the 
funds in other bonds and later these bonds 
be redeemed, then the trustee could not make 
any further commission charge. 

“Should a final payment of any kind be 
made by the trustee or guardian during the 
period of the trust, by a distribution of a 
part of the capital, then a charge of 2% per 
cent on the proceeds paid out would be allow- 
able.” 


VIRGINIA TRUST COMPANY 

The Virginia Trust Company of Richmond, 
which devotes itself especially to fiduciary 
services, reports substantial gains in new 
trust business. The financial statement as 
of March 28th shows total resources of 
$7,469,382; deposits of $4,674,309; capital, 
$1,000,000; earned surplus, $1,000,000; undi- 
vided profits, $327,925, and $434,547 reserve 
for contingencies, ete. Herbert W. Jackson 
is president and is aided by an able staff. 
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STATUTORY AND JUDICIAL TENDENCIES RELATING 
TO SPENDTHRIFT TRUSTS 


DEFINITIONS AND LIMITATIONS IN THE LAWS OF THE VARIOUS STATES 


LOUIS BARCROFT RUNK 
Assistant Trust Officer, Provident Trust Company of Philadelphia 


(Epitor’s Note: The following is the second and concluding portion of an article repro- 
duced through the courtesy of the Pennsylvania Law Review. In the first installment, which 
appeared in the preceding issue of Trust Companies, Mr. Runk traced statutory changes 


affecting perpetuities and trusts for accumulations. 
how the various states deal with the subject of spendthrift trusts. 


The following affords a clear picture of 
Any one desiring the full 


text of the entire article with its foot notes and citations of cases and statutes, can secure, it 


by writing Mr. Runk. 


HE ancestral home of the spendthrift 

trust is in Pennsylvania. Its chief 

characteristic is a proviso that the 
equitable title of the cestui que trust can- 
not be taken away by any involuntary aliena- 
tion. The title, though well established in 
usage, is unfortunate. One unversed in mod- 
ern legal terminology might momentarily 
think that a spendthrift trust was a trust for 
a spendthrift, who is defined by statute in 
Massachusetts to mean “a person who is 
liable to be put under guardianship on ac- 
count of excessive drinking, gaming, idleness 
or debauchery.” The definitions in some 
other states are substantially similar, and 
there is sufficient confusion for an Illinois 
court to recently explain the difference. The 
average beneficiary, however, of a modern 
spendthrift trust is generally a respectable 
and much esteemed member of society who 
would be deeply incensed at having attribut- 
ed to him or her any of the qualities above 
delineated by the Massachusetts statute, 


Professor Gray and Mr. Foulke are not in 
accord as to the case in which the doctrine 
originated, but they are agreed as to its 
origin in Pennsylvania, and in spite of the 
strictures of them both upon the doctrine, 
it has almost filled the land. Professor Gray 
considers its spread as a reaction against the 
laissez faire doctrines held in the early part 
of our existence as an independent nation, 
but from the standpoint of a settlor entrust- 
ing his property to a trustee, to be held for 
the benefit of a third person, it might be 
rather held to be an illustration of the laissez 
faire doctrine itself, since it is grounded 


on a man’s right to do what he will with his. 


own, and to stipulate the terms on which an- 
other should enjoy it. 


Laws Governing Spendthrift Trust in 
Various States 

Spendthrift trusts were not good originally 
in Alabama, Kentucky, North Carolina, 
Rhode Island, South Carolina and Virginia, 
which held to the English rule that, except- 
ing in the case of trusts for sole and separate 
use, “the necessary incidents of beneficial 
ownership in property are liability to credit- 
ors and the power of alienation’; but two 
of these states (7.e., Alabama and Kentucky) 
have come into line by the simple expedient 
of having deeds or wills drafted with pro- 
visions that, if the income is threatened by 
attachment or otherwise, the beneficiary 
should immediately be someone else, who 
might even be a very near relative of the 
original cestui que trust, and thus feel mor- 
ally bound to maintain him, and in that form 
the deeds or wills are let alone, for a cred- 
itor knows that in no event can he get any- 
thing. In no event, however, must the docu- 
ments give the original cestui que trust any 
incidents that usually go with absolute own- 
ership, otherwise it will be held to make it 
liable for creditors’ claims. Three other 
states mentioned, viz., North Carolina, Rhode 
Island and Virginia, still hold to their origi- 
nal views, strictly construing any enabling 
statutes. But in the remaining states, as 
the question has been presented, and in the 
Federal courts, the doctrine seems to have 
found ready acceptance. 


The statutory limitations on the “spend- 
thrift trust’? may be summarized briefly. In 
California, Michigan, Minnesota, Montana, 
New York, North Dakota, Oklahoma, South 
Dakota and Wisconsin, statutes, substantially 
similar, have been enacted which provide 
that “Whenever an express trust is created to 
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receive the rents and profits of lands, and no 
valid direction for accumulation is given, the 
surplus of such rents and profits, beyond the 
Sum necessary for the education and support 
of the person for whose benefit the trust is 
created, shall be subject in equity to the 
claims of his creditors, in the same manner 
as other personal property which cannot be 
reached by an execution at law.” Arizona 
permits such a trust if created by a father 
or mother and for the benefit of a child or 
children, but a court can dissolve it. 


In Connecticut, it is provided that ‘“when- 
ever property is given to trustees to pay over 
the income to any person, and there is no 
provision for accumulation, and the trustees 
are not expressly authorized to withhold such 
income, and the income is not expressly given 
for the support of the beneficiary or his fam- 
ily, such income shall be liable in equity to 
the claims of all creditors of such benefi- 
ciary,” but the statute contains so many ex- 
ceptions that courts have had no difficulty 
in holding that if the trustees have the dis- 
eretion to accumulate income, creditors can- 
not reach it, so that their rights can be eas- 
ily nullified. In Delaware, the only law on 
the subject is a dictum of fifty years ago that 
spendthrift trusts are valid only for the 
maintenance of the beneficiary. In Georgia, 
such trusts are only valid for a minor or a 
person non compos mentis, or “any male per- 
son of age whenever in fact such person is, 
on account of mental weakness, intemperate 
habits, wasteful and profligate habits, unfit 
to be entrusted with the right and manage- 
ment of property,” thus confining its appli- 
cation substantially to the definition of the 
spendthrift above given in Massachusetts, 
and the deed must be recorded and the court 
ean, on petition and proof to the contrary, 
dissolve the trust created for these spend- 
thrifts. This provision only applies to males 
of intemperate habits, as apparently South- 
ern chivalry could not contemplate the possi- 
bility of an intemperate female. 


In New Jersey, the statute allows an execu- 
tion against a spendthrift trust “provided the 
income of such trust property shall exceed 
$4,000,” but the validity of such a trust is 
still open to some question. North Carolina 
permits anyone “by deed or will to convey 
any property, which does not yield at the 
time of the conveyance a clear annual income 
exceeding $500, to any other person in trust 
to receive and pay the profits annually or 
oftener for the support and maintenance of 
any child, grandchild or other relation of 
the grantor, for the life of such child, grand- 
child or other relation, with remainder as 
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the grantor shall provide. Virginia allows 
it for any estate “not exceeding $100,000 in 
actual value , . . but no such trust shall 
operate to the prejudice of any existing 
creditor of the creator of such _ trust.” 
West Virginia has, by a recent statute, 
adopted a substantially similar provision 
to the Delaware dictum, which relieves from 
the claims of creditors, trusts to be applied 
“to the support and maintenance of a bene- 
ficiary . . . in being at the time of the cre- 
ation of the trust, for the life of such bene- 
ficiary.” This statute, as do many of the 


others, exempts from its protective provisions 
trusts created by settlors for their own bene- 
fit, an exception which would probably have 
been made in any event, and which was de- 
nounced in Pennsylvania seventy-five years 
ago as violating the Statute of 13 Elizabeth. 


Law in New York 

New York, as has been previously indicat- 
ed, started out with a statute permitting 
spendthrift trusts for education and support 
only, and this led to several judicial pro- 
nouncements, which have been severely criti- 
cised, as to what was a proper measure of 
support for people who had been brought 
up with leisure and expensive tastes. The 
cases have been reviewed in an able article 
in a leading law review, and so need not 
be touched on here, Finally a statute was 
passed in New York, providing that where 
the income of the beneficiary of a _ trust 
amounts to $12 a week or more, it may be 
reached by any judgment creditor of the ben- 
eficiary by a special form of execution, to 
the extent of 10 per cent of such income. 
And as the Federal courts have recently de- 
cided that in a bill against a trustee service 
may be made by publication under the United 
States statutes, creditors may in that state 
now have a remedy which should prove really 
effective. 

Finally, there are two states which by 
statute refuse to uphold spendthrift trusts 
against certain classes of persons. The first 
is Missouri, which provides that “restraints 
upon the rights of the cestui que trust to 
alienate or anticipate the income . . . and 
all attempts to withdraw said income of any 
trust estate from the claims of creditors of 
the cestui que trust, whether said restraints 
be by will or deed, now existing or in force, 
or, which may be hereafter executed in this 
state, be and the same are hereby declared 
null and void and of no effect, as against 
the claims of any wife, child or children, of 
said cestui que trust for support and mail- 
tenance, or, as against the claim of any said 
wife for alimony. 
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The second and last state is Pennsylvania, 
the home of the spendthrift trust, which final- 
ly found that its rules applied in strictness 
were allowing people to create such trusts at 
the expense of the state itself, and passed a 
statute in 1913 which was amended in 1917, 
and was followed by a more comprehensive 
Act in 1921 which provided that, under court 
order, 50 per cent of the income of a spend- 
thrift trust was liable for the support and 
maintenance of the wife and minor children 
of the beneficiary and for the value of nec- 
essaries furnished to them or any of them 
where said beneficiary has refused or neglect- 
ed to provide suitably for them. And the 
last Act, which was retroactive, has been 
held constitutional but construed as to cover 
only citizens who might become a_ public 
charge. 

The causes of these various statutes in 
the nineteen states enumerated were twofold: 
first, the desire to relieve the state of the pos- 
sible obligation of caring for certain people 
likely to become public charges, when there 
was income that could be made _ primarily 
responsible for necessities furnished them; 
and secondly, the desire to protect people who 
had extended to beneficiaries of spendthrift 
trusts credits based on their scale of living 
and apparent means, since their creditors 
generally lacked other ways of getting knowl- 
edge of their financial responsibility, as most 
deeds of trust are unrecorded, and the names 
of beneficiaries under wills—and especially 
if they are married women—often afford no 
clue to the name of the testator whose estate 
may be supporting them. 


Study of Spendthrift Trust Cases 

The reading of the American spendthrift 
trust cases—about a hundred, outside of the 
group in Pennsylvania—affords glimpses of 
Skeletons in many family closets which con- 
flicting interests have forced into the blazing 
light of court proceedings. The domestic 
trials and tragedies therein delineated or 
briefly outlined are only surpassed in inten- 
Sity by the rapidly increasing list of decisions 
involving dispositions of property made or 
claimed to have been made in contemplation 
of death tragic dramas in real life, 
in which the two grim inevitables, death and 
taxes, play the leading roles. The psycholo- 
gists have not yet studied the problem and 
charted definite conclusions, but it is prob- 
ably true that there is a certain loosening of 
the moral fiber that ultimately affects the 
beneficiaries of a spendthrift trust and im- 
pairs both their civic value and general effi- 
ciency; and this deteriorating tendency is in 
all likelihood passed down in increasing 
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measure to their descendants similarly pro- 
tected. We sympathize with the indignant 
remonstrance of Chief Justice Ames of Rhode 
Island, in 1858, in Tillinghast vs. Bradford, 
“Certainly, no man should have an estate 
to live on, but not an estate to pay his debts 
with. Certainly, property available for the 
purposes of pleasure or profit, should be also 
amenable to the demands of justice.” 

In line with what has been said, we may 
cite the following from the opinion of Chief 
Justice Wilson of Minnesota in the Congdon 
case: 

“The human race may well profit by using 
the busy honey-bee as an example. The drone 
is held in little respect. No policy should be 
adopted that would tend to make us a nation 
of drones. Idleness is the father of moral 
delinquency. It is better to adopt that 
policy that leads the citizen to vigilance and 
labor, It is best that the rash of am- 
bition may develop on any citizen. Our 
policy is to guard against the creation of an 
aristocracy and to compel every individual 
in a measure to accumulate, and, at least, to 
sustain his fortune by the strength of his 
individual superiority and ability, and to 
avoid an artificial inequality of persons or a 
deterioration of character. The tendency of 
restriction is to say that there is no objec- 


tion to an individual receiving a large for- 
tune by way of gift provided he has unfet- 


tered control of it. The theory of restriction 
is that the recipient should be made to take 
a ‘sporting chance’ on his ability to keep it, 
without depending upon the prerogative of 
the dead. Responsibility develops both man- 
hood and citizenship.” 

In the long run, a man’s good name is best 
handed down by the quality of his descend- 
ants rather than by their quantity or the 
size of their bank accounts, however desir- 
able the two latter may also be. And if that 
is so. then in successive generations, all pro- 
tected by spendthrift trusts, the trusts de- 
feat their own ends, for the law of the sur- 
vival of the fittest to survive applies to fam- 
ilies as well as to individuals. 

oo & 

Negotiations are proceeding favorably for 
the reopening of the Union Trust Company 
of Dayton, O. 

George R. Gaskell has been elected vice- 
president of the Winters National Bank & 
Trust Company of Dayton, O. 

The First National Bank & Trust Company 
of New Haven, Conn., reports resources of 
$22,642,380; deposits, $17,989,695; capital, 
$1,260,000; surplus, $1,260,000; undivided 
profits, $405,994. 
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THE ORCHARDIST WRITES HIS WILL 


An apple-grower, having battled bugs, 
buyers and banks for many long lean years, 
one morning found himself unable to arise 
from bed. 

He had a curculio sensation over his stom- 
ach. Button-canker, he thought it must be. 
There was a heaviness about his head, which 
he attributed to crown-gall; and from the 
feel of his skin he decided he must have 
either scurfy scale or rosy aphis. He knew 
that his days on Earth were drawing to a 
close; so he gathered about him his blanket- 
mortgage and wrote, thusly: 

Being sound at heart, but with my days of 
terminal growth almost ended, I hereby dis- 
tribute the accumulations of my lifetime, as 
follows: 

To my beloved wife, I bequeath the over- 
draft in the Bank for she can explain it to 
them. 

To my eldest son, Arthur, I bequeath that 
gosh-darned sprayer. He made me buy it. 
Now he can try to work it. 

To Henry, the month hand, I bequeath 
the grader. Henry has always been looking 
for kindling to start the fire in his cook 
stove. The grader should be good for this. 
It never was good for anything else. 

The two-ton truck I bequeath to the state 
specialists, for carrying out their experi- 
ments. It is my wish that these experi- 
ments be carried out as soon as possible— 
out to the dump heap. 

To my youngest son, Richard, I devise 
and ‘bequeath that certain part of the new 
automobile covered by the first seven pay- 
ments. He got me to buy that. Now let 
him work to pay for it. 

I bequeath my picking ladders to the Com- 
mission Men and Brokers, joint and several. 
They have been picking on me for years. 
When I am gone they will need something 


else to pick on. Let them pick on the ladders. 

To the apple-buyers who have dealt with 
me I devise the bees in the orchard. The 
apple-buyers have been stung so often that 
the bees will help them feel at home when 
I am gone. 

To the Coddling Moth Family I bequeath 
all apple trees in the orchard. They were 
about to take them anyhow. And they have 
been able to make a good living off the 
orchard, which is more than I could. 

To my daughter, Minna, I bequeath my 
interest in the canning factory. 

To the directors of the Bank I bequeath 
my interest in the bank, I do this as a matter 
of principle. I should like to make this 
brief explanation with this bequest: The 
worms ate up my apples. Taxes ate up my 
income. Interest ate up my profits; and the 
family lived on what was left. Now that I 
am going, the worms can have my body too; 
the Bank and lawyers will get what is left; 
and the family can start all over again. 

Having thus disposed of the accumulations 
of a lifetime, I place my immortal self cheer- 
fully on the conveyor belt that leads up to 
St. Peter’s grading machine. And I hope that 
I have lived so that I shall not drop through 
the first rings, the two-inch sizers, to go roll- 
ing back downward into the dark dungeons 
of the cull-pile—From “The Tattler,” issued 
by the Triangle Club of Camden Safe Deposit 
and Trust Company, Camden, N. J. 

Charles N. Gordon, secretary-assistant 
treasurer and trust officer of the Bristol 
Trust Company, Bristol, Conn., has been pro- 
moted to office of treasurer, to sucveed George 
S. Beach, deceased. W. Kenneth Sessions has 
been elected first vice-president. Mrs. Ethel 
Leishman Beach has been elected as trust 
officer. 





HOW THE PUBLIC TRUST OFFICE OF NEW ZEALAND 
TRAINS JUNIORS FOR TRUST WORK 


SYSTEM OF INSTRUCTION AND SELECTION OPERATES SUCCESSFULLY 


J. W. MACDONALD 
Public Trustee of the Public Trust Office, Wellington, New Zealand 


(Eprror’s Note: Mr. Macdonald has previously contributed several instructive articles 
describing the successful operation of a common fund for trust investments conducted for over 
thirty years by the Public Trust Office of New Zealand. In the following article Mr. 
Macdonald describes the method employed in training and recruiting juniors for the work of 
the Public Trust Office and which affords interesting suggestions for American banks and 
trust companies in developing efficient trust department personnel.) 


order to provide in business the trained 

men required by present day conditions 
and to meet the increasing demand for men 
to fill executive and administrative positions 
some system of training must be adopted for 
the juniors entering business houses. Refer- 
ences have appeared in Trust COMPANIES 
from time to time in regard to classes for 
the training of juniors operated by trust 
companies in the United States of America. 
The experiences of the Public Trust Office 
of New Zealand in finding the staff required 
to carry out its work and particulars of the 
system adopted in regard to the training of 
junior members of the staff to fit them for 
the duties they will be called upon to per- 
form, may be of interest to readers of TRUST 
ComMPANIES. I shall be most happy if there 
is anything in this article which may prove 
of value to those in the United States of 
America who are confronted with similar 
problems in regard to staffing and the train- 
ing of juniors. 


|: is becoming widely recognized that in 


Requirements for Staff of a Trustee Concern 


Having regard to the varied and respon- 
sible nature of their work, trust officers have 
laid upon them constant calls on their knowl- 
edge, experience, alertness and judgment. 
The ordinary routine clerk can play but 2 
very small part in the establsihment of a 
trust concern. As has been well said an 
ofhcer performing trust duties must have, not 
only the requisite technical and general 
knowledge, but also the personality, versa- 
tility, and other qualities to suit him for the 
varied character of the work and for deal- 
ing with the varying types of persons who 
fre met with in the conduct of the business. 


Such an officer must realize the importance 
of the human element in the administration 
of estates and must be able to impart a per- 
sonal touch to his correspondence, interviews 
and dealings generally. 

In providing the organization of a trust 
concern it must be recognized therefore that 
the personal equation is essentially one of 
the most important of all the considerations 
pertaining to the efficient conduct of its busi- 
ness, and the greatest care must be devoted 
to the selection and building up of the per- 
sonnel. 

Selecting Staff 

It is of first importance that in selecting 
trust officers there should be found those 
who will be capable of mastering the diffi- 
culties and technicalities of the work and 
of adapting themselves to the constantly 
varying classes of duties they will be called 
upon to perform. 

The problem of finding men trained along 
the lines that are required presents many 
difficulties. Attempts to recruit from amongst 
the ranks of those trained for ordinary com- 
mercial duties, the staff for carrying out the 
administration and accountancy duties in- 
volved in trustee work, do not prove satisfac- 
tory. A knowledge of commercial and busi- 
ness matters is undoubtedly of the utmost 
value to the trust officer. In fact such knowl- 
edge is indispensable to the proper conduct 
of trust work but the administration of es- 
tates is so far-reaching in its ramifications 
that commercial training alone forms a com- 
paratively small part of the equipment of 
the trust officer. 

Under these circumstances a trustee con 
cern cannot rely on finding from outside its 
walls additional staff when expanding busi- 
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ness or the passage of time renders this nec- 
essary and almost inevitably is forced to take 
steps in the direction of training staff to meet 
its requirements. The most suitable source 
of supply is from the ranks of the junior 
members of the establishment and special 
attention to their training will be amply com- 
pensated in future years. 


Appointment of Juniors 

In order effectively to cope with the staff- 
ing problem particular care is paid to the 
selection of juniors so that so far as pos- 
sible only those who give promise of satis- 
factory development are appointed. Factors 
in bearing when appointees are being se- 
lected are their educational qualifications, 
personality, appearance and address. Juniors 
when appointed are placed upon a period of 
probation during which their progress is 
carefully watched. They are encouraged to 
take an intelligent interest in all sides of the 
work of the office and to qualify themselves 
for more responsible duties by taking some 
course of study which will be of value to 
them in the work they are likely to oe 
called upon to perform. 


Training Classes 

In a large concern it is inevitable that 
many of the juniors are placed upon more 
or less routine duties and that in conse- 
quence it is a matter of difficulty, if not al- 
most an impossibility, for them to acquire 
an all round knowledge of the work which 
is carried out. Others, though they acquire 
valuable experience from the duties allotted 
to them, do not gain full value therefrom 
by reason of the fact that the officers under 
whose control they are cannot devote sufii- 
cient time to their instruction. 

It has been found of great value therefore 
to place upon a systematic basis the train- 
ing of boys past the probationary stage who 
have acquired some degree of experience and 
knowledge of the office work and the duties 
which it is called upon to perform. 

lor many years past a system of training 
classes for promising juniors has been in 
operation. Annually, from suitable boys of 
about three to five years’ service, a selection 
is made, to the number of usually about 
thirty, to form the class for the year. The 
trained juniors of the previous year’s class 
are allocated amongst the branches of the 
office as staff requirements demand. The 
class is housed in one of the larger of the 
district offices and the boys are brought to 
the class from the centers at which they 
previously were stationed. 


System of Training 
It has been found that the best method 
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of instruction is one which combines theo 
retical with practical training and this is 
the system which has been adopted. An ex- 
perienced administration officer with legal 
qualifications controls the class as director 
giving the instruction as regards the theory 
of the work. With him are associated two 
instructors who previously were engage 
upon the duties in regard to which they now 
supervise and instruct the class—one ex 
perienced in administration and having legal 
qualifications, the other experienced in the 
accounting work of the office and possessing 
professional qualifications in accountancy. 
The instructors attend to the direction an 
supervision of the practical work of the 
class in the administration and accounting 
branches of the work respectively. The prac- 
tical work is supplied from the district ollice 
in which the class is located. 

Although the class is housed in and ils 
practical work is supplied by a branch oflice 
it does not form part of that branch but is 
earried on quite independently, being so far 
as its working is concerned a separate en- 
tity. 

As would be expected the practical work 
supplied comprises estates and trusts of a 
simple nature. Each estate, however, pos- 
sesses its own characteristics and constitu- 
tion and requires individual treatment. The 
trainees, with the guidance and subject to 
the supervision of the instructors and the 
director, perform the actual administration 
and accountancy work required in dealing 
with the estates. This, supplemented by the 
theoretical instruction they receive, provides 
excellent training. To my mind this com- 
bination of theoretical with practical work 
overcomes in large measure a factor whic! 
militates against full value being received 
from what may be called purely theoretical 
instruction. 

Instruction, even though apparently fully 
assimilated, is not firmly implanted in the 
mind of the trainee while the gap between 
the acquisition of the knowledge and the 
application thereof remains unbridged. By 
the combination of theoretical training with 
practical work the trainee, coincident with 
receiving instruction, proceeds not merely to 
see it applied but to apply it himself in 
actual work. The trainee is made to think 
for himself and to exercise his own judg- 
ment; the reasons underlying the instruc- 
tions received become real to him; and in 
no other way could the detail he has ac- 
quired be so firmly imprinted on his memory. 

In the working of the class two courses of 
lectures on both “administration” and “ac- 
countancy”’ are delivered during the year, 
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each course being complete in itself and of 
about five months’ duration. The two courses 
are identical in the ground covered. Sylla- 
buses for the work to be performed have 
been drawn up and the series of lectures cov- 
ers matters of law and practice under the 
two headings indicated. 


Subjects Dealt With in Lecture Courses 
The following brief summary of the sub- 
jects dealt with during the lectures affords 
an indication of the matters covered in the 
instruction given to the trainees: 
(a) Commercial English and the principles 
of correspondence: 
It is essential that in trust work there 
should be absolute accuracy in corre- 
spondence and it is most importani 
that legal and other technical matters 
be expressed in clear, concise and 
unambiguous language. For these rea- 
sons special attention is paid to train- 
ing in commercial English and to the 
drafting of correspondence. 
(b) Law of Wills: 
Naturally this is a most important 
subject in trust administration work. 
(ce) The Law of Intestacy: Lunacy or men- 
tal deficiency: Workers’ Compensa- 
tion: Administration of convicts’ ea- 
tates: Administration of the estates 
of aged and infirm persons: Miscel- 
laneous administration matters car- 
ried out by the office: 
The public trustee administers large 
humbers of intestate estates and in 
addition acts as statutory administra- 
tor of the estates of all mentally de- 
fective persons in New Zealand where 
no private committee is appointed. He 
may also be appointed as manager of 
the estate of a protected person under 
a statute known as “The Aged and 
Infirm Persons Protection Act, 1912.” 
There are also a large number of mis- 
cellaneous duties which are cast by 
statute upon the public trustee. 
(d) Rights and Duties of Trustees: 
(e) Office routine and instructions: 


(f) Accountancy: 
Including— 
Form and preparation of estate ac- 
counts. 
Allowing of interest, and computatiou 
of commission and charges. 
Routine of cash transactions. 

Posting of ledgers and estate accounts 
and keeping of subsidiary records. 
A thorough understanding of the 

Death Duties Act and the compila- 
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tion of land and income tax returns. 
General outline of mortgage accounts. 
Investment of trust funds. 


Classes Divided into Groups 

The class is divided into two groups, one 
during the first course of lectures being the 
administration class and the other the ac- 
counting class, attending the appropriate lec- 
tures and performing the appropriate work. 
At the end of the first course the groups 
change over, that which was the administra- 
tion class becoming the accountancy class 
and vice versa. The second course of lec- 
tures identical with the first is then given. 
In this manner every trainee during his 
year’s course receives instruction and per- 
forms work both in administration and ac- 
countancy. 

The working day of each group is divided 
into two periods, one being devoted to lec- 
tures, the other to practical work. Close 
watch is kept over the attendance and the 
progress of each individual trainee. Written 
examinations are held at the middle and at 
the end of each course and the results of 
these, combined with the manner in which 
trainees perform the practical work allotted 
to them, form the basis of progress reports 
on each trainee. 

Results 

The Public Trust Office training system 
has now been in operation for some years. It 
has fully justified itself and it is confidently 
anticipated that it will go far towards solvy- 
ing the problem which has always con- 
fronted this office in regard to the provi- 
sion of a staff equipped to carry out the ex- 
acting and onerous duties which devolve 
upon a trust officer in a large trust concern. 

> > & 
INCREASES AT BROOKLYN TRUST 
COMPANY 

The Brooklyn Trust Company’s statement 
of condition as of March 28, 1932, recently 
issued, showed undivided profits of $2,996,991 
against $2,893,065 on December 31, 1931, an 
increase of $103,926. Surplus of $10,000,000 
and reserves of $10,210,342 were shown. De- 
posits were $101,987,519, which total com- 
pares with $116,774,588 on December 31, 
1931, a seasonal decrease of $14,787,069. 

A dividend amounting to $328,000 was de- 
clared during the first quarter, which, to- 
gether with the increase in undivided profits, 
indicates earnings of $431,926. In the period 
between December 31, 1930, and March 25, 
1931, a dividend amounting to $410,000 was 
declared and undivided profits increased 
$5,139, indicating earnings of $415,139 for 
that period. 
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F Street at 9th, N. W. 


Resources nearly 
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West End Office 
17th St. at G, N. W. 





THE PUBLIC HAS NOT LOST CONFIDENCE IN OUR BANKS 


In an admirable address at the recent 
Western Regional Savings Conference, held in 
St. Louis, W. R. Morehouse, vice-president of 
the Security-First National Bank of Los An- 
geles, answers negatively the frequqently oc- 
curring question, “Has the Public Lost Con- 
fidence in Our Banks?’ As evidence that 
the American people have not lost confidence 
in banks, Mr. Morehouse points to the fact 
that more than 50 million people, or 46 per 
cent of the population, have savings accounts 
and additional millions have commercial ac- 
counts. He sees no occasion for alarm in the 
fact that postal savings have made a big 
gain, because the amount now on deposit in 
postal savings represents only one per cent of 
the total individual deposits in the United 
States. Mr. Morehouse is also dubious as to 
the amount of money said to be in “hoard- 
ing’ and that human nature is on the side 
of banking in the universal desire among 
people to have their money earn more money. 
The substantial decrease in deposits is re- 
garded as a natural conseyuence of these bad 
times and not necessarily evidence of loss 
of confidence in banks. 

Mr. Morehouse suggests that bankers get 
in closer contact with their depositors and 
“reason together.” He directs attention to 
the need of contacting with newspaper edi- 
tors to discourage exaggeration of bank fail- 
ures, defalcations and criticism of the profes- 
sion of banking as a whole. “The facts 
are,” says Mr. Morehouse, “only a limited 
number of banks ever fail to the extent that 
depositors lose all, while a large percentage 
pay depositors in full. Take the American 
people as a whole, they have fared far better 
with the money they kept in our banks, than 
with the money they took out and invested 
in stocks, bonds and mortgages, and I do not 
exempt what were regarded at one time as 
‘gilt-edged’ stock, bonds, or mortgages.” 


In summarizing Mr. Morehouse made the 
following recommendations: “If our banks 
will do the things I am recommending: 

(1) Interview their customers who are 
worried about the safety of the bank, 

(2) Cooperate with editors for the pur- 
pose of eliminating detrimental news items, 
and securing the publication of confidence- 
building news items, 

“(3) Mail out confidence-building literature 
where needed, they will stop 90 per cent of 
all the rumors about the safety of our banks 
within 60 days, and ful! confidence in banks 
will be fully restored. 

“In conclusion, let me ask, ‘Has the public 
as a whole lost confidence in our banks? We 
will let the millions upon millions of people 
who have bank accounts answer that question. 
They will tell you that there is no law that 
compels them to keep their funds in any 
bank. They will tell you that the fact that 
they have maintained their accounts through- 
out these troublesome times and that they are 
making millions of new deposits daily, is con- 
clusive evidence that the public has not lost 
confidence in our banks. Many will admit, 
however, that while they haven’t lost confi- 
dence, they have been stirred up to the point 
of making inquiry as to the safety of banks.” 


VIRILE MESSAGE TO BANKERS AND 
BUSINESS MEN 
(Continued from page 448) 

ful business stands the romantic figure of 
some resourceful business man—who kept 
his hand on the present and his eye on the fu- 
ture—ever directing the load up hill and 
down hill to the final goal of success. Never 
before in the history of the world have the 
prospects been so bright for men who think— 
for men who know. 
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NEW FLORIDA LAWS GOVERNING TRUSTEES AND 
TRUST INVESTMENTS 


A. J. ROSE 


General Counsel, First Trust and Savings Bank, Miami, Florida, and Chairman Trust Section, Florida 
ankers Association 


HE Legislature of Florida, by an Act 

approved June 15, 1931, repealed vari- 

ous old statutes of the state, beginning 
as early as 1828, with many amendments, 
changes and modifications since then. The 
purpose of this new Act was to clarify the 
existing law, grant fuller powers of invest- 
ment to the trustee and better protect the 
rights of the beneficiaries. The Act applies 
to trustees, both corporate and individual, 
prohibits the mingling of trust funds with 
other monies and repeals all laws in conflict 
with the Act. 


The authority of investment is, briefly: 


(a) In bonds of counties, cities, towns or 


other municipalities of Florida having a 
population of not less than 2,000, which was 
incorporated at least five years prior to the 
investment and which has not defaulted in 
payment of principal or interest within five 
years before making the investment. 

(b) Upon first mortgages on improved real 
estate not exceeding 50 per cent of its value 
upon written appraisement of the board of 
directors, but not more than 40 per cent of 
the trust funds to be invested in such se- 
curity. 

(c) In bonds, notes or obligations of the 
United States for which its faith is pledged 
for payment of principal and interest, in- 
cluding bonds of the District of Columbia. 

(d) In the interest bearing bonds of any 
state of the United States for which its faith 
is pledged for payment of principal and in- 
terest. 

(e) In the bonds of any incorporated city 
of any state which are or may be legal for 
investments in savings banks under the laws 
of New York or Massachusetts. 

(f) In bonds or obligations of any rail- 
road corporation which are or may be legal 
for investments in savings banks in New 
York or Massachusetts, but street railroad 
corporations not to be considered railroad 
corporations. 

(g) In bonds of any telephone, gas, elec- 
tic or water company, incorporated and 


doing business under the laws of any state 
of the United States, which are or may be 
legal for investments in savings banks in 
New York or Massachusetts. 

Some objection has been urged to that 
part of the statute which authorizes invest- 
ments in the designated securities which are 
or may be legal for investments in savings 
banks in New York or Massachusetts, the ob- 
jection being based upon a supposed delega- 
tion of power, the argument being that the 
statute does not operate by its own force, but 
is dependent upon the enactments of the law 
making bodies of New York and Massachu- 
setts. Other lawyers who have also given 
the Act careful study do not find it open to 
that or other legal objection. This feature 
of the Act referred to is patterned after the 
California Act and I am informed by coun- 
sel in that state that no constitutional or 
other objection has been urged to their stat- 
ute and that trust companies in that state 
have had no reluctance in making invest- 
ments authorized by the statutes of that state, 


MORTGAGE INTEREST 

In regard to the income from mortgage 
loans, it should be noted that it does not 
accrue from the date of the mortgage, but 
from the date at which the money was paid 
to the mortgagor; that if no rate of interest 
is mentioned, the legal rate prevails; that if, 
peradventure, the bond or promissory note 
does not mention interest, while the mort- 
gage does, interest will be allowed at the 
legal rate; that interest after the maturity 
of the obligation and default thereon, is 
chargeable to the mortgagor if the instrument 
so stipulates or if it carries interest “until 
paid.” 

The amount which will be loaned on bonds 
and mortgages depends generally upon the 
margin considered to be safe. Some con 
cerns will loan on first mortgages as much 
as 80 per cent of the appraised value of the 
property to be pledged while others will loan 
only 60 per cent. 
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THE TRUST OFFICER “SPEAKS UP” IN MEETING 


WINS APPROVAL FOR EFFECTIVE AND INTELLIGENT TRUST 
SOLICITATION 


Ww. S. GUILFORD 
Trust Department, California Trust and Savings Bank, Sacramento, Cal. 


(Epitor’s Note: The trust officer is often confronted with a cold and even prejudiced 
attitude on the part of executive officers of his institution when he pleads for more substantial 


Support in advocating a progressive campaign of trust solicitation. 


This is true especially 


at this time when ‘‘bank-minded’’ officials are apt to place the trust department in the same 


category with banking as affected by business depression. 


Mr. Guilford submits the follow- 


ing hypothetical colloquy at an ‘‘officers’ meeting’ as suggestive to trust officers confronted 
with the problem of enlisting the interest of executives.) 


O! Positively NO! We will have no 

high pressure salesmen out talking 

with our good customers about our 
trust department.” 

The president of the First National Bank 
& Trust Company was speaking. Three vice- 
presidents and a trust officer were listening. 
It was one of those regulation “‘yes” meet- 
ings which take place regularly in hundreds 
of banks all over the country. The president 
seldom met with opposition when he made 
a positive statement. 

But the trust officer was determined to 
have his “say” about extension work for his 
department. He had suggested that a repre- 
sentative be educated to take the message of 
trust service to the clients of the bank. “Well, 
one thing is sure; we will never collect any 
fees from business we do not get on the 
books,” countered the trust officer, “and I 
know there are dozens of wealthy men and 
women in this town who have a real need 
for the service of our trust department. This 
applies to some of our officers, more than 
half our directors and a number of our 
largest stockholders. 


Bringing Home the Message of Trust Service 


“What we need is a good salesman to tell 
our own folks about the trust department. 
This department is old enough and seasoned 
enough—has had plenty of experience and 
a record for faithful performance that should 
make everyone rush into this bank with wills 
and life insurance trusts and corporation 
trust business. But things just don’t hap- 
pen that way. Take you officers for instance. 
Every day you talk with at least one good 
prospect for trust service. But do you say 
anything to him about it? No. You are 


busy with your own affairs, and this may be 
a good excuse, but we should be interested 
in earnings no matter where they come from 
—and my department can earn good money 
if we can get the business to handle.” The 
trust officer had recently attended a Regional 
Trust Conference and was full of his subject. 
Contact with trust men who were making 
more money for their bank than he was gave 
him courage. 

“Well, why don’t you get out and talk with 
these good prospects,” asked the president. 

“There are at least two good reasons why 
I cannot do that,” said the trust officer. The 
first one is that I am too busy with the de- 
tails of administration in the trust business 
we now have, and the second is that I am 
not a salesman. What I want is a man who 
can represent this bank and my department 
as capably as any officer in the institution, 
but who can sell things.” 

“Don’t forget you have been spending a 
lot of money in advertising, and for books 
and booklets, and letters, and other things 
this bank has never found of much use in 
the other departments. Maybe we had better 
check up on this and see what we are get- 
ting out of it before we spend any more 
money,” countered Mr. President with a smile 
of satisfaction that brought nods and more 
smiles from the vice-presidents. 


Follow Up on Educational Work 


Ordinarily the trust officer would have 
considered the meeting ended as far as he 
was concerned and gone back upstairs to 
his quarters to work out his salvation as 
best he could. But he had returned from the 
Trust Conference with the idea that his de- 
partment is one of the most important in 
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the bank and the only way to make it what 
it should be was to fight for it. 

“T am glad you brought up this point be- 
cause it is one thing I wanted to talk about,” 
continued the trust officer. “We have spent 
some money in educational work—in adver- 
tising and direct mail, and some other things 
—and this money has been well spent. We 
have ample evidence that the message of the 
many advantages this department has to offer 
has given those who have read it something 
to think about. That’s what it was for. It 
has accomplished a useful purpose; but now 
we must follow it up if we are to live up 
to the possibilities of the department both 
from a standpoint of earnings for our stock- 
holders and service to our customers.” 

“What do you propose to do—hire a man 
and have him eall on all the people you 
have been sending booklets to? And to whom 
have you been sending these things to any- 
way?’ The president apparently was _ be- 
coming interested in details. 


Making Up List of Prospects 
“The names on our mailing list have been 
gathered from a variety of sources—from 
officers, employees, and ‘the savings and bond 
departments. It is not complete, and one 
job for the new man I want to put on the 


501 


job would be to perfect this list. But in 
general it consists of a list of people past 
middle age and possessing greater ‘than aver- 
age fortunes. Nine out of ten people in this 
classification have estate problems and a 
real use for the service we have to offer to 
them. We are adding to this list constantly, 
and taking names off the list and filing them 
in another place when we find they are un- 
desirable for any reason. But this job of 
keeping this list is one for a man who is pri- 
marily interested in getting business on the 
books—not in details of operation as I am. 


“And as for calling on prospects—I hope 
he will be telling the trust story to men and 
women introduced to him by you and other 
officers, for a long time at least. I realize 
that any man qualified to represent this bank 
should be able to get a satisfactory inter- 
view from any one he calls on, but how much 
better it would be for him to confine his 
efforts, at first at least, to people you know 
and with whose business and affairs you are 
familiar.” The trust officer was holding the 
floor—for the first time in his experience at 
an officer’s meeting. He was sure he was 
right and that his future depended, to a 
large extent, upon carrying his point. 


The President Speaks Feelingly 


“T know there are men who can sell 
things,’ said the president, “because I have 
been sold things I didn’t want, and I think I 
am pretty ‘tough.’ But every time I am sold 
by one of ‘those ‘high power’ men I hate him 
and hate myself, and often the thing that 
has been sold to me. I don’t want any one 
to feel that way about our trust service. 
There are plenty of these slick salesmen out 
of work now—men who have been selling 
bonds and stocks and ‘long shot’ investments. 
Would you suggest one of these men for the 
job you have in mind?’ 

The president was speaking with plenty 
of feeling now because it was well known 
that a very presentable and plausible indi- 
vidual—a man equally at home on the golf 
links, the club room, at a banquet, or in the 
home—had sold him a big block of worth- 
less mining stock. 


“No,” said ‘the trust officer, “this trust 
selling job is one that requires a man who 
will first of all consider the needs and re- 
quirements of the customers. If he finds a 
case where bank service does not fill the 
need, he must say so. Trust business is a 
long-time proposition and there must be no 
‘comebacks’ such as there will be if we take 
business which can be just as well attended 
to by relatives who should get the fees. 

“And this trust representative must not 
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only be honest—but he must know the de- 
tails, in a general way at least, of the opera- 
tions. of the trust department—the history 
of our bank—our ideals—what we stand for 


in the community. He should be able to 
make a creditable public appearance so that 
he can tell clubs and other gatherings about 
pur department. 

“But when it comes to selling he must be 
able to explain our trust service in such a 
way that a prospect buys it—rather than 
being sold. Trust service is a commodity 
that the purchaser must understand and 
want and ‘stay sold’ on—because it is a 
very easy matter to revoke a trust agree- 
ment or a will. Trust selling is, in its last 
analysis, a matter of careful, thorough ex- 
planation. And any man whom we hire to 
represent us must be able to do this job of 
explaining so there are no ‘comebacks’ to our 
department or the bank.” 

Which was a long and emphatic speech for 
the ordinarily calm and deliberate trust offi- 
cer. But it accomplished the desired result. 

“You win,” said the president, “you have 
more spunk than I thought. I congratulate 
you, and you have our unqualified support 
in your new program.” 

2, 2, 2, 
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BANKERS TRUST COMPANY NAMED AS 
TEMPORARY ADMINISTRATOR 
The Bankers Trust Company of New York 
was recently named as a temporary admin- 
istrator of the estate of the late Mrs. Ida E. 
Wood, who died March 12th in her rooms 
at the Herald Square Hotel which she had 
occupied in solitary seclusion for a number 
of years. The estate consists mostly of an- 
tique jewelry and old bills in a safe deposit 
box. A nephew of the deceased, Otis F. 
Wood, submitted a will executed in 1889 for 
probate and applied for administrator. 


The appointment was contested by nearest 
of kin, a granddaughter and a great grandson 
of the husband of Mrs. Wood. In denying 
the appointment of Otis F. Wood and ap- 
pointing as temporary administrators, the 
Bankers Trust Company and Henry Wood, a 
great grandson, Judge Foley, said: 

“Tf blood relations of the decedent herself 
establish their standing, they will be en- 
titled to inherit the property to the exclu- 
sion of the relatives of the husband. To pro- 
tect the interests of both branches of the 
family, Henry Wood, one of the petitioners, 
and the Bankers Trust Company, will be 
appointed temporary administrators.” 


—— 
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TRUST COMPANIES 


CONTROL OF PERSONAL TRUST ACCOUNTS 


R. A. URIAN 
Auditor, St. Louis Union Trust Company, St. Louis, Mo. 


The subject of trust accounting presents 
many problems not encountered in commer- 
cial bank and other forms of accounting, 
mainly for the reason that the fiduciary ac- 
countant must be guided not only by general 
accounting principles, but also and more par- 
ticularly by technical considerations peculiar 
to trust estates. Quite often legal rules gov- 
erning the allocation of debits and credits 
in trusts are not strictly in accord with what 
is generally accepted as proper for commer- 
cial accounts. 

Trust property, generally speaking, is of 
course, divided into three classes: Securities, 
real estate and cash, and each of these 
classes of property requires’ records suited 
to give information readily and to prevent 
oversight of the trustee’s duties in respect 
of the particular type of asset. Because of 
the different kinds of work to be performed 
in respect of each type of trust asset a sys- 
tem which permits separate analysis in con- 
nection with each class of property is de- 
sirable. 

While an arrangement which will make 
readily available at any time a complete 
picture of the condition of a fiduciary ac- 
count is very desirable, a separate capital 
account for each trust showing in one bal- 
ance a valuation of all of the assets of the 
estate in order to carry out the double entry 
plan of bookkeeping has been found by some 
to be unnecessary and cumbersome; one rea- 
son being that this generally involves carry- 
ing securities and real estate at cost or in- 
ventory values, and another is that usually 
the matter of capital gains or losses, except 
for income tax purposes, is of secondary im- 
portance as far as the accounts themselves 
are concerned. 


The Securities Record 

The securities record, generally kept as a 
loose-leaf or card ledger, must necessarily 
show complete description of bonds, stocks, 
notes, ete., and should be cross indexed so 
as to give a check on maturities, interest 
dates, cost and any premium to be amortized. 
Arguments for and against various methods 
of carrying securities have been presented, 
but in the opinion of this writer the use of 
par values and nominal value for no par se- 
curities is the clearest and most flexible and 
this is for numerous reasons, one of which 
is that it permits easier check or audit. Real 


estate records should show complete descrip- 
tion and classification of property as well as 
tax assessments and when taxes are payable. 

Since practically all income items are cash 
and since by far the great majority of 
changes in corpus are reflected in the cash 
account, much attention must be given the 
cash account, for it is here that the differen- 
tiation between income and principal must be 
watched most closely and proper reserves for 
taxes and other charges maintained, and prin- 
cipal balances available for investment and 
income balances available for distribution to 
beneficiaries noted. The accountant charged 
with the duty of keeping trustee records 
must have readily available full information 
regarding the nature and status of every es- 
tate, inasmuch as each estate will present 
individual problems of accounting according 
to the nature of the fiduciary relationship. 

The task of handling accurately and sat- 
isfactorily the accounts of the trust company 
or trust department having a large volume 
of trust business requires systematization to 
a high degree, for in spite of seasonal con- 
gestion of work, and the fact that each 
trust account requires a certain amount of 
individual treatment according to its special 
nature, the accounting department must ever 
strive to place the administrative depart- 
ments in such position as to be able to as- 
sure the generally demanding trust client 
that his particular account is not suffering 
anything that even has the appearance of ne- 
glect or oversight. 


NORTHERN TRUST MAINTAINS GAINS 

The March 30th financial statement of the 
Northern Trust Company of Chicago reveals 
that the company has maintained the note- 
worthy gains registered during the year 1931 
when resources increased twenty-seven mil- 
lion dollars and deposits twenty-four million 
dollars. The latest statement shows total 
resources of $103,048,888, including cash and 
due from banks of $16,510,409; United States 
bonds and certificates, $35,386,776; other 
bonds and securities, $14,892,966; demand 
loans secured by collateral, $10,548,197 ; time 
loans secured by collateral $11,264,483. De- 
posits total $85,131,198, with capital of 
$3,000,000; surplus, $6,000,000; undivided 
profits, $2,061,883, and $2,554,572 reserve for 
taxes, interest, ete. The report also shows 
U. S. Government deposits of $3,026,630. 
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LIFE INSURANCE SIMPLIFIES ESTATE ADMINISTRATION PROBLEMS 


In an address at the recent Tri-State Life 
Insurance Congress held in Philadelphia, 
Robert E. MacDougall, assistant trust offi- 
cer of the Provident Trust Company of Phila- 
delphia, dwelt on the value of life insurance 
protection in connection with the settlement 
of estates. He said in part: “Trust com- 
panies undoubtedly recognize the important 
part life insurance plays in the settlement of 
estates. Indeed, it has been and will con- 
tinue to be one of the most valuable factors 
in estate administration. Why then shouldn’t 
we trust men be interested in life insur- 
ance? We receive no commendation from 1 
decedent’s family when we are compelled to 
sacrifice assets to procure cash to take care 
of the estate’s needs. The availability of 
insurance funds simplifies our problems. 


“A well managed estate is our best adver- 
tisement. Advertising expenditures are 
wasted unless supported by good manage- 
ment. Personally, I know your individual 
production is increased by our mutual co- 
operation. I dare say hardly a day goes by, 
or even an hour, that life insurance is not 
being discussed with our mutual clients by 
trust officers of the various trust companies, 
because it is essential to the proper solution 
of the clients’ problems. This is the only 
interest we trust men have in the sale of 
insurance—the interest of our client. 


“We all agree that modern business has 
become more complex. Mere _ solicitation, 
whether by insurance or trust men, is always 
ineffective. The successful business man— 
(our mutual client or prospect) has to do 
some real thinking today to cope with his 
affairs, so that it behooves us to think more, 
that we both may make suggestions of 
greater value to him. We all have had ex- 
periences the past few years which have not 


as yet appeared in ‘book form. Let’s share 
them in the spirit of sincerity and not waste 
time in wondering what’s wrong with this, 
that or the other. 

“People are daily canceling their insurance, 
and much time is spent in keeping insurance 
in force. We too are engaged in the same 
task—of course, to a lesser degree. But we 
are vitally interested in the lapse rates, for 
it costs uS money in time and labor to put 
an insurance trust on the books. I am in- 
formed that one of our Philadelphia trust 
companies had less than one per cent of their 
life insurance trusts revoked last year. We 
attribute this to the fact that you and we 
make every effort to have the policyholder 
maintain his trust in tact. It is cne thing 
for a policyholder to surrender his policy. It 
is quite another to have him revoke a trust. 
The personal factor looms larger in the latter 
case. Finally, we both have tools in our 
kits which are essential to the rehabilitation 
and continuation of our social and business 
structure. Let us each use them—together 
when necessary, but always after considera- 
tion of the question—‘What is best for my 
client?’ ” 


GAIN IN TRUST BUSINESS 

The State Street Trust Company of Bos- 
ton reports a gain during the first quarter 
of the year, in the volume of its trust busi- 
ness which totals $115,697,101, an increase 
of nearly $2,500,000. This represents an in- 
crease during the past two years of approxi- 
mately $10,000,000 in estates and trusts and 
of $11,500,000 in agencies, the latter amount- 
ing to $59,859,000. Banking assets amounted 
on March 31st to $61,683,570, with deposits of 
$53,036,000. Capital is $3,000,000; surplus 
and undivided profits, $3,744,377. 





Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL.BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE.] 


REVOCATION OF VOLUNTARY TRUSTS 

(Where the principal of a trust for a 
definite term of years was payable on ter- 
mination to the donors, they could revoke 
the trust without the consent of their 
children.) 

Albert Franklin and his wife, Edith, cre- 
ated an irrevocable living trust for the period 
of ten years subject to the death within 
that period of one or both of the settlors, 
and with option to renew for a further 
period of ten years. The income was to be 


paid to the settlors in equal shares during 
the trust period, but if one should die during 
that period, the survivor would receive the 


entire income. If both should die the trust 
would terminate and one-half the corpus 
would be paid to the estate of each settlor. 
At the end of the trust period the corpus 
was to be paid one-half to each settlor or to 
the estate of such of them as should then be 
dead. The settlors had infant children. 
After the trust was in operation the sett- 
lors sought to revoke it, claiming that they 
were entitled so to do since they were the 
only persons interested in the trust. The 
trustee, however, refused to consent to the 
revocation contending that the infant chil- 
dren of the settlors were parties interested 
in the trust without whose consent no re- 
vocation could be valid. The court said: 
“It is apparent from an examination of this 
trust agreement that the children of the 
plaintiffs or other persons now unknown or 
not yet in being, have absolutely no bene- 
ficial interest in the trust fund, since the en- 
tire income is to be paid directly to the 
plaintiffs and at the end of the trust period 
the principal thereof is to be turned over to 
plaintiffs. It is only in the event of the 
death of either or both parties to the agree- 
ment before the expiration of the trust 
period that there is a possibility of an inter- 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


est in the trust fund being created in per- 
sons other than the plaintiffs. In that event, 
it has been provided that the share of the 
deceased shall be paid into his or her estate 
and each of the plaintiffs has retained the 
absolute right to dispose of his or her share 
by will. This appears to be a complete an- 
swer to the contention of the defendant that 
the children of the plaintiff have such an in- 
terest in the trust that they must join in a 
revocation thereof.—Franklin vs. Chatham 
Phenix National Bank & Trust Company, 
Appellate Division, New York. Decided Janu- 
ary 29, 1932. 


ALLOW ANCE OF COUNSEL FEES 
(Counsel fees incurred by an adminis- 
trator in defending interests of heirs not 
within the purview of an administrator's 
functions, will not be allowed.) 


“The circuit court also properly disallowed 
the claim of the administratrix for a large 
sum paid in defending oil leases which she 
claimed belonged to the estate of decedent 
in the state of Texas. It is true that she 
secured an order of the probate court allow- 
ing her to employ counsel and to make ex- 
penditures of money, but the court had no 
jurisdiction to make such order. In the 
first place, letters of administration have 
no legal force or effect beyond the territorial 
limits of the state granting them. * * * 


“In the next place, the record does not 
show that it was necessary for the adminis- 
tratrix to take charge of the land belong- 
ing to the estate for the purpose of paying 
debts. The record in this case shows that 
the personal assets were amply sufficient to 
pay the probated claims against the estate, 
together with all proper costs of adminis- 
tration. It is well settled in this state that 
an administrator does not represent heirs 
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when the title to land is involved unless they 
are needed to pay debts. * * * 


“In this connection, it may be stated as 
settled in this state that the probate court 
has jurisdiction to disallow credits claimed 
by administrator for illegal expenditures al- 
though they were ordered by the court to 
be paid. Burke vs. Coolidge, 35 Ark. 180; 
and Boyd vs. Duncan, 178 Ark. 772, 12 S. W. 
(2d) 395. In these cases, the court expressly 
recognized that when an administrator pre- 
sents an account and claims credit for ex- 
penditures in preserving the estate, parties 
interested in the estate may except to the 
items included in the account, and, if they 
are ill founded or based upon an illegal de- 
mand, it is the duty of the probate court, 
notwithstanding its previous order, to dis- 
allow and reject such expenditures.’’—Miller 
vs. Oil City Iron Works. Supreme Court of 
Arkansas. Decided February 8, 1932. 





RECLAMATION OF SECURITIES 
(The trustee in bankruptcy cannot liti- 
gate summarily general claims by him 
against the reclaimant.) 


The Guaranty Trust Company of New York 
had shipped to a Nebraska trust company, 
which was then in fact insolvent, certain 
bonds which had passed to the possession of 
the trustee in bankruptcy of the Nebraska 
Trust Company who declined to surrender 
them. The Guaranty Trust Company com- 
menced the statutory procedure under the 
Bankruptey Act in reclamation of the bonds 
alleging the insolvency and that the Nebraska 
Trust Company had ordered and received the 
bonds without intend to pay for them. The 
trustee by answer claimed the right to 
counter claim in a reclamation proceeding for 
a deposit of the Nebraska Trust Company 
with the Guaranty Trust Company accumu- 
lated by the receiver and the trustee since 





the adjudication of bankruptcy. The receiver 
denied the Guaranty Trust Company’s mo- 
tion to strike out the counter claim as im- 
proper in the reclamation proceeding, allowed 
the counter claim and denied the reclama- 
tion. The United States District Court in 
the district sustained the receiver. On the 
appeal of the Guaranty Trust Company the 
Circuit Court of Appeals of the Eight Cir- 
cuit reversed, sustaining the Guaranty Trust 
Company’s contention. 

On the trustee’s appeal the United States 
Supreme Court has held that while bank- 
ruptey proceedings are a statutory branch 
of equity jurisdiction and as such ordinarily 
permit counter claims in the nature of cross 
bills in equity, the reclamation practice cre- 
ated by the bankruptcy Act is special and 
summary and not in the nature of “proceed- 
ings in Equity” as contemplated in the Act 
or Kquity Rules or General Orders in bank- 
ruptey. The court said: 

“Many of the equity rules are inapplicable 
to summary proceedings before referees. 
Such proceedings are not in equity as that 
term is commonly understood. General Order 
iv—Conduct of Proceedings—uses the words 
‘Proceedings in bankruptcy’ when referring 
to the practice to be followed by Bankruptcy 
courts—other orders used the word ‘proceed- 
ings.’ 

“The distinction between summary pro- 
ceedings and plenary suits adverted to 
in Weidhorn vs. Levy (253 U. S. 268, 271, 
273). There it is also suggested that ‘pro- 
ceedings in equity’ and ‘proceedings at law, 
as used in General Order rxarvii, refer to 
something other than ‘proceedings in Bank- 
ruptey. ” 

Clearly reclamation 
their nature something different ‘than the 
administration of a bankrupt estate, and 
merely contemplates the retrieving from suck 
administration of property not belonging t0 
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the bankrupt or constituting assets. Recla- 
mation does not afford opportunity to the 
trustee to enforce against the reclaimant 
claims belonging to the bankrupt; this would 
only obscure the reclamation claim and de- 
prive the reclaimant of a proper trial by 
regular procedure. The court said: “In prac- 
tice such a rule might lead to unfortunate 
complications and deprive owners of property 
of fair opportunity to recover.” 


The decision clarifies the practice of recla- 
mation and removes an obstacle frequently 
resorted to by trustees.—Daniel Trustee vs. 
Guaranty Trust Company of New York, U.S. 
Supreme Court, March 14, 1952. 






WIDOW’S DOWER 

(Where a decedent's real property is 
sold by his executor, a purchaser will be 
liable to the widow for the full value of 
her interest where she does not join in 
the conveyance. ) 


Anton H. Swartz made a will in which, 
without mention of his wife, he left all of 
his property to his sister. The will was duly 
admitted to probate, without objection on 
the part of the widow. The widow filed what 
was designated her “renunciation of the will” 
and claim for dower. No action was taken 
with respect to the widow’s dower; instead, 
the executor secured an order of sale of the 
real estate to pay the debts of the estate. 
The property was noticed for sale at public 
auction and the widow was represented at 
the sale and notified the purchaser, that she 
was not selling the widow’s dower and 
claimed it. Anton Smole purchased the prop- 
erty. The widow made demand upon Smole 
for her dower interest in the property, which 
demand was ignored, whereupon she com- 
menced action against him and his tenant in 
possession, to compel the assignment to her 
of a one-third interest in the property and 
the rents, issues and profits thereof, as her 
dower. The trial court found generally in 
favor of defendants. 

On appeal, however, it was held that the 
the duty of assigning the widow’s dower 
rested upon those in possession of, or having 
the next estate of freehold or inheritance in, 
the real estate, and, this duty being not 
performed within a reasonable time after 
the death of her husband, she was entitled 
to sue such parties for its recovery and for 
damages to the extent of one-third of the 
“annual value of the mere profits of the 
land,” computed from the date of her de- 
mand upon the purchaser at the executor’s 
Sale. The question as to whether or not she 
notified prospective purchasers at the execu- 
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tor’s sale that she claimed her dower in 
the property was immaterial; if notice was 
necessary to prevent the passing of full title 
to the property, the disclosure in the probate 
proceedings that Swartz left a widow im- 
parted such notice. A sale by an executor 
is simply inoperative so far as the widow’s 
dower is concerned, and the purchaser took 
title subject to the dower right, which must 
be assigned against the purchaser. The judg- 
ment for the defendants was reversed and 
the cause remanded with direction to enter 
judgment in favor of the widow and against 
the purchaser for the one-third of the agreed 
rental from the date of the beginning of the 


tenancy.—Swartz vs. Smole et al. Montana 
Supreme Court. 





PAYMENT TO A TESTAMENTARY TRUSTEE 

(Where a corporate executor turns 
over property to itself as trustee at face 
value objection may be made to such ac- 
ceptance on the executor’s accounting. ) 

Here a corporate fiduciary was named 
both as executor and trustee under a will. 
It paid the pecuniary legacies called for in 
the will in cash and proposed to turn over 
to itself as trustee certain bonds and mort- 
gages. At the final accounting, the bene- 
ficiaries of the trust alleged that while the 
executor was including the bonds and mort- 
gages at face value, they were worth less 
than that amount so that the contemplated 
procedure constituted a discrimination 
against the beneficiaries of the trust since 
the pecuniary legatees had been paid in 
eash. It was contended on the part of the 
trustee that this objection, if valid, could 
only be raised at the time of the first trus- 
tee’s accounting. 

The Surrogate, however, pointed out that 
under Section 262 of the Surrogates’ Court 
Act, on any final accounting of an executor, 
it is necessary to cite the remaindermen of 
the trust which is to be set up under this 
accounting. The purpose of this provision 
was to prevent an executor from taking ad- 
vantage of his dual relationship to evade 
his liability as executor in a transaction 
with himself as trustee and to permit inter- 
ested parties to make timely objections to 
his executorial acts. The trust beneficiaries 
are parties to the accounting under the 
statute and the set-up of the trusts is one 
of the matters embraced in the account. It 
follows, therefore, that objection must be 
made at this time as a decree settling the 
account as filed would approve the trusts 
as set up and be conclusive against all part- 
ies to the proceeding. Matter of Massionino. 
Surrogate’s Court, Bronx County, New York. 
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TRUST SERVICE OFFERS ASYLUM FOR CATS, DOGS, BIRDS 
AND TURTLES 


It does not suffice for the well-equipped 
trust officer to possess superhuman qualities 
of divination as to the future course of trust 
investments, judging from some of the post- 
mortem decisions of jurists charged with the 
duty of passing on fiduciary accounts. The 
up-to-date trust officer must be versatile, 
not only as regards the intimacies of human 
affairs, but an adept in domestic affairs, par- 
ticularly as regards the care of household 
pets, conducting racing stables, operating all 
kinds of “going business’ and managing art 
museums, including planetariums. 

According to the archives of curios in trust 
service, the staid old New England Trust 
Company of Boston claimed the distinction 
of being the first trust company to serve as 
trustee of a fund to care for cats. Now comes 
Ralph Stone, president of the Security Trust 
Company of Detroit, with a counter claim, 
that his company has for some time held the 
blue ribbon in the conduct of a catitorium 
as a necessary appendage of modern trust 
service. He says: 

“My own company is trustee for a fund 
for the benefit of homeless and indigent cats. 
In spite of the depression, very few cats 
have applied for aid. Fortunately, we have 
another trust to establish and operate a cat 
hospital, so under the jurisdiction of the two 
trust officers in charge of these two trusts 
we are able not only to care for homeless 
and penniless felines but to cure their ail- 
ments and keep them in sound and physical 
condition for their nightly concerts. To make 
our facilities complete, we are living in hope 
that some spinster will place in our hands 
a fund to establish an institution for feline 
vocal culture, for we are told by the people 
of our city that while our cats are healthy 
and well fed, their voices are terrible. An- 
other lady established a perpetual fund to 
provide special cuts of steak for an old cat. 
We know a eat has nine lives, but this 
testatrix apparently labored under the im- 
pression that a cat has perpetual life, 

“Dogs also are favorite objects of bene- 
ficence of this character,” adds Mr. Stone. 
“A trust company in New York is charged 
with the will of an American lady who died 
abroad with payment of a $50 annuity to 
an Italian servant for her dog. Payment was 
continued for many years, when the trust 
officer in charge began to suspect a pup may 
have been substituted for the original bene- 


ficiary. He accordingly wrote to Italy for 
a duly authenticated photograph of the de- 
ceased‘s pet, and found that it had been 
dead for two years. 

“Next in line seem to come canaries, for 
quite a little sum was left to a trust company, 
the income to be used in the purchase of 
bird seed and a special kind of red pepper 
for twenty canaries. In another case the 
testatrix directed that her pet canary be 
cremated with her and their joint ashes 
seattered over San Francisco Bay. 

“Tt is well known that the turtle enjoys 
a long span of life, so a trust fund for it 
seems more justifiable. Someone, realizing 
this, created a trust fund for the benefit 
of a pet turtle which had been in the family 
more than sixty years. Upon the death of 
the turtle the fund is to be used to build 
a wing to the local aquarium for the use 
of turtles only. 

“The strangest of all these trust funds 
for pets is that of a French musician who 


left her entire fortune, including town and 
country houses, to her pet spider which al- 


ways listened her musical 


efforts.” 


patiently to 


CUMULATIVE DIVIDENDS 

Cumulative dividends have an uncomfor- 
table habit of piling up, and may become in 
the course of a few years so serious a burden 
as to leave no reasonable hope for dividends 
on the common shares. Such a situation 
might interfere with, or, prevent entirely, 
additional financing were it needed. It is 
not at all uncommon in corporate experi- 
ence for a company to go through several 
years of depression and limited income, and 
then, through good management or by some 
fortunate circumstance, suddenly enter upon 
a period of prosperity. Naturally, the com- 
pany shareholders, having received no divi- 
dends through the “lean” years, feel that they 
are entitled to some recompense. If a large 
amount of unpaid dividends on cumulative 
preferred shares stands in the way, it is 
now customary to try to find some way, 
under the conditions stated, of “funding” 
these unpaid dividends, thus satisfying both 
the common and the preferred shareholders. 
The “funding” of unpaid dividends is ac- 
complished by issuing securities of some 
kind to the preferred shareholders in ex- 
change for their dividends claims. 
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NOTABLE RECORD OF OLD NATIONAL BANK & UNION TRUST 
COMPANY OF SPOKANE, WASH. 


In severe testing periods like the present 
the banking institutions which have diligent- 
ly adhered to conservative policies of man- 
agement and service, are bound to acquire 
added prestige and confidence in their re- 
spective communities. They reap the reward 
of consistently not yielding to the lure of 
speculative profits in times of inflation and 
when there is strong temptation to depart 
from the time-honored and proven paths of 
banking conduct. 

A banking institution which has demon- 
strated such qualities throughout its career 
is The Old National Bank and Union Trust 
Company of Spokane, Washington, which 
is now in its forty-first year and celebrated 
its fortieth anniversary last November. 
“The Old National” is a synonym for strength 
and reliability not only in the Inland Empire, 
but among bankers throughout the nation. 
Growing up with the rich territory which it 
serves, “The Old National’ of Spokane, has 
played a most important part in the financial, 
agricultural and industrial development of 
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the great Pacific Northwest. Inseparably 
linked with “The Old National” is the name 
of Daniel W. Twohy, the president of the 
bank and who has guided its destinies with 
exceptional success since 1902. 

While the management has placed above 
all else the principles of consevatism and the 
protection of the depositor, the progress of 
the institution shows sufficiently that it has 
kept pace and has opened new paths of use- 
fulness in the variety and character of its 
facilities. While “The Old National” was 
conducted during its earlier years as a com- 
mercial bank, it acquired wide scope when 
the Union Trust Company was made an in- 
tegral part of the bank under one roof and 
closely associated management. How suc- 
cessful the institution has been may be 
gathered from the financial statement of 
December 31, 1931 which shows total banking 
and fiduciary responsibility of $63,000,000. 
Of this total banking resources consisted of 
$23,383,262 and trust department assets under 
administration, $39,559,262. The strong and 
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FROM PHOTOGRAPH OF THE STAFF OF THE OLD NATIONAL BANK & UNION Trust COMPANY OF 
SPOKANE, WASH., TAKEN ON THE OCCASION OF THE RECENT FORTIETH ANNIVERSARY 
OF THE COMPANY 





510 


liquid position of the bank is indicated by 
cash and immediately available resources of 
close to $10,000,000. Deposits on the first 
of the year were $18,722,735 with capital and 
surplus of $1,500,000; invested capital $5235,- 
690 and reserves of $187,836. 

The fortieth anniversary of the Old Na- 
tional was celebrated last November with a 
dinner tendered by the Old National Fel- 
lowship Club, composed of 160 officers and 
employees of the bank and with 260 men 
and women in attendance, including directors 
and wives of officers and employees. Among 
those at the head of the table were Naile W. 
Twohy, who is chairman of the board; 
William D. Vincent, president, who has been 
with the bank during its entire career of 
forty years and as guest speaker, George H. 
Greenwood, formerly president of the Old 
National and now president of the Pacific 
National Bank of Seattle. It devolved upon 
Mr. Greenwood to review briefly the various 
stages of growth in the history of the Old 
National. He showed how the bank went 
through the formative stages of the first 
decade to 1901, coming safely through the 
severe panic of 1893. From 1901 to 1911 was 
a period of rapid expansion under the leader- 


ship of Mr. Twohy, who with his associates 


acquired control in 1902. From 1911 to 1921 


DANIEL W. Twouy 


Chairman of Board of the Old National Bank and Union 
rust Company of Spokane, Washington 
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the war decade, the Old National was among 
the foremost in meeting financial require- 
ments as well as enlisting its services for the 
nation. During the decade from 1921 to 1931 
the Old National pursued a course which kept 
it free from speculative embroilments and 
has been during the past two years a veri- 
table bulwark of financing and banking re 
sourcefulness, not only for its own customers 
but also in affording timely relief to deposi- 
tors of distressed institutions by making 
funds immediately available. 

Of the 160 officers and employees, eighty- 
six have been with the bank five years or 
more. Those wearing the five-star pins for 
service of twenty-five years or more are: 
W. D. Vincent, forty years; D. W. Twoby, 
W. J. Kommers, W. J. Smithson, E. P. Ran- 
dall, B. L. Jenkins, E. E, Scholer and Agnes 
Quinn. Those wearing the four-star pins are 
J. W. Bradley, W. E. Tollenaar, E. B. Hutch- 
eck, J. E. McWilliams, P. W. Lange, W. C. 
Hoysager, J. C. Shumaker, C. O. Strausz, 
J. C. Ferguson, George L. Kimmel, F. H. Mc- 
Kay, Catherine O’Hearn and Bertha Shol- 
derer. 

A word must be said in tribute to the 
trust department of the Old National Bank 
& Union Trust Company. Under the able 
and experienced guidance of William J. 


WILLIAM J. KOMMERS 


Vice-president and Trust Officer, Old National Bank and 
Union Trust Company, Spokane, Washington 
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Kommers, vice-president and trust officer, and 
his associate trust officers, Arnold F. Brun- 
kow, Lyman C. Reed, Elan R. Sweney and 
Assistant Trust Officer Charles F. Hamlin, 
an unusually high standard of trust admin- 
istration has been developed. To Mr. Kom- 
mers belongs the credit for having pioneered 
in the movement to cement cordial and co- 
operative relations with members of the Bar. 
The policies fostered by Mr. Kommers in en- 
listing lawyers as allies rather than regard- 
ing them as competitors, have become the 
keystone of the nationwide cooperative move- 
ment to align trust officers and lawyers. 

The trust department of the Old National 
3ank & Union Trust Company has acquired 
distinction also because of its high quality 
of human service in trust work, The pub- 
licity and advertising literature which comes 
from this organization aie of the kind that 
create good will and faith, marked by origi- 
nality of appeal with assurance of faithful 
performance. 

The Old National occupies one of the finest 
banking homes in the United States. 
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COMPLETE 
FIDUCIARY SERVICE 
throughout California 


Trusts are administered in 243 
California cities by Bank of 
America branches, under exper- 
ienced supervision by our Trust 
Departments in the metropoli- 
tan offices. 

You and your clients are as- 
sured complete, interested and 
individual service in any fidu- 
Ciary Capacity. 

For further information, you 
are invited to address our San 
Francisco or Los Angeles offices. 


‘Bank of Americat 


National Trust & Savings Association 
CALIFORNIA 


ank of America National Trust & Savings 5 
a National Bank and Bank of § 
merica ...a California State Bank are identical 2 


+ in ownership and management . . . 410 offices 


in 243 California cities. 
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HISTORIC LANDMARKS OF 
RICHMOND, VIRGINIA 

The very mention of the name of Rich- 
mond, Va., is suggestive of former days of 
romance, of chivalry and the tragedies of 
warfare. Today, despite the march of time 
and modernism, Richmond has lost none of 
its charm of historic interest because of the 
native pride which has jealously guarded 
landmarks and places of historic interest. 

Giimpses of these old landmarks and 
shrines are afforded by a recent series of 
artistically executed newspaper display ad- 
vertisements published by the State-Planters 
Bank & Trust Company of that city, some 
of which are aptly phrased to direct atten- 
tion to the sixty-six years of fine service 
provided by that banking institution, includ- 
ing features of trust service. Among the 
landmarks pictured in the series are the 
magnificent equestrian statue of George 
Washington, Virginia’s greatest son; the 
statute and Richmond home of Robert E. 
Lee; the home of Chief Justice Marshall: 
the original Medical College Building, famed 
as the finest specimen of Egyptian architec- 
ture in America; the Mosque, which is the 
center of civic and convention gatherings and 
other interesting landmarks. 

The State-Planters Bank & Trust Company 
is among the most prolific of Southern banks 
in devising attractive and instructive litera- 
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ture. A recent publication of the investment 
department of the bank gives a review of 
the financial history of Richmond, which de- 
rives added interest in view of the fine fiscal 
position and municipal financing as con- 
trasted with the involved state of municipal 
finance in other large cities of the country. 

The latest financial statement of the State- 
Planters Bank & Trust Company, as of March 
28th, shows banking resources of $33,444,- 
280; deposits, $27,928,879; capital, $2,500,- 
000; surplus, $1,500,000 and undivided prof- 
its of $523,811, with reserve for contingencies 
of $501,126. Julien H. Hill is president and 
R. E. Cunningham, vice-president in charge 
of the trust department. 


EARNINGS OF NEW YORK TRUST 
COMPANY 


Undivided profits of the New York Trust 
Company were increased $370,000 during the 
first quarter of the year to March 28th, mak- 
ing total of $1,928,646. Surplus remains at 
$25,000,000 with capital of $12,500,000 and 
reserve established for contingencies amount- 
ing to $12,000,000, aside for reserves for 
taxes, interest, etc., of $2,728,094. Net earn- 
ings for the year to March 28th were $995,000 
with dividends amounting to $625,000. The 
statement shows total resources of $317,744,- 
149 and deposits of $237,048,169. 
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SELECTION FROM AN ATTRACTIVE SERIES OF ADVERTISEMENTS PUBLISHED BY THE STATE-PLANTERS 
BANK AND TRUST COMPANY OF RICHMOND, VA., FEATURING LANDMARKS OF THAT CITY 
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WHAT HAPPENS TO TRUST BUSINESS 
WHEN BANK IS LIQUIDATED 
Immunity of trust assets from loss and 
how fiduciary accounts are handled in the 
event of the failure of a bank, were subjects 
discussed by Secretary Henry E. Sargent of 
the Trust Division, American Bankers Asso- 
ciation, in a recent address before the Con- 
ference on Financial and Fiduciary Matters 
of the Federal Council of the Churches of 
Christ in America. Mr. Sargent dwelt espe- 
cially upon the record of safety maintained 
during the past year by trust departments of 
banks and trust companies. He said in part: 
“What happens to the trust business when 
a bank is liquidated? If the bank is reorgan- 
ized and reopened without losing its identity, 
the trust business is still carried on as if 
nothing had happened. But if the bank goes 
out of business, special provision must be 
made for each trust account. Each account 
must be treated as a separate entity. The 
trust assets cannot be regarded as a whole 
and delivered en masse to a new bank that 
opens on the old stand or one that takes over 
the business of the bank that failed. In 
some cases, it will be found that the trust 
instrument provides a successor trustee and 
clothes it with all the powers of the original 
trustee. In others, the method of appoint- 
ment of a new trustee is set forth in the in- 
strument. But in most cases the instrument 
is silent, and recourse must be had to the 
law and practice of the particular jurisdic- 

tion. 

“If the liquidated bank was executor, the 
probate court will appoint an administrator 
With the will annexed; if administrator, it 
will appoint another administrator; if guard- 
ian, another guardian; if trustee under will 
or by agreement or under order of court, a 
successor. trustee. If the account is a rev- 
ocable trust or an agency and the creator of 
the trust or principal of the agency is still 
alive and able to speak for himself, he may 
revoke the trust or terminate the agency and 
enter a new arrangement with the new bank 
or with another one or he may take away the 
business, 

“As regards the trust business of a sus- 
pended bank, three things may be borne in 
mind. First, the temporary suspension or 
even the outright failure of a bank does not 
involve the: trust assets and need not affect 
the trust administration except in so far as 
it produces a temporary timidity; and, per- 
haps, slowing up of administration during 
the period of confusion incident to the sus- 
pensation or liquidation. Second, a trust will 
never fail for want of a trustee; if the in- 
strument is silent about the successor trustee 
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or if the creator of the trust is not present 
to act for himself, the court will appoint a 
trustee to carry on. Third, the creators of 
trusts or, in their absence, the beneficiaries 
or their representatives may be heard about 
the appointment of a successor trustee, and 
the court will be influenced by their ex- 
pressed preferences.” 





MIDLAND BANK, LTD., IN SOUND 
CONDITION 

Despite liberal appropriations for bad and 
doubtful debts and further additions to re- 
serves for contingencies the Midland Bank, 
Ltd., of London was able to make a good 
showing as to earnings for the past year. 
After making all provisions for debts of 
doubtful character the net profits for the last 
year amounted to £2,056,986 which, with 
£851,297 brought forward, made a total of 
£2,908,273. Out of this sum there was £883,- 
377 devoted to dividends for the first half of 
1931; £320,000 to reserve for contingencies; 
a dividend for the last half of 1931 calling 
for £854,880, leaving a balance to be carried 
forward of £850,016. All investments have 
been written down to market price at close 
of year. Reserve fund amounted at first of 
year to £11,500,000. 
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PROGRESS OF FIDUCIARY TRUST 
COMPANY OF NEW YORK 


Unusual interest attaches to the progress 
of the Fiduciary Trust Company of New 
York, which began business in June of last 
year and which is conducted upon distinctive 
lines of limiting its activities primarily to 
personal trust and investment work. The 
company does not engage in commercial bank- 
ing; does not act in corporate trust capaci- 
ties; has no securities to sell; does not par- 
ticipate in underwriting syndicates; has no 
security dealers on its board of directors and 
is not aligned with any banking group. 

The experience of the first nine months 
of operation by the Fiduciary Trust Com- 
pany demonstrates that the policy of exclu- 
sive personal trust and investment service 
is not an experiment, but carries assurance 
of commanding increasing patronage and 
earning capacity. When the company began 
business last June it was the hope of the 
management that monthly income would 
equal monthly operating expenses toward 
the end of the second year. The company, 
however, promises to reach this objective at 
the end of the first year, May 31, 1932. This 
does not imply a net profit for the first year, 
but that income should overtake current ex- 
penses at the end of the first year. This 
would, indeed, be an exceptional accomplish- 
ment, in view of general business conditions. 

A survey of the operations of the Fidu- 
ciary Trust Company, covering the first nine 
months, shows that on March 1, 1932 there 
was held for clients securities valued at a 
total of over $22,000,000. Custodian ac- 
counts, investment management accounts or 
living trusts in which these securities are 
held, are all producing current income. The 
company has also been named as executor 
and trustee in a rapidly increasing number 
of wills, some of them representing estates 
of considerable size. The March 1, 1932 
financial statement shows total resources of 
$6,154,727, embracing among the first five 
items resources which are all available 
within one day and in excess of amount 
due to depositors and others amounting to 
$3,801,000, including cash balances of trust 
and other accounts. Deposits as well as 
capital and surplus, the latter two items 
amounting to $2,000,000, are invested in con- 
servative and readily available banking as- 
sets, as befits a fiduciary institution. A com- 
parison of the December 31, 1931 financial 
statement with that of March 1, 1932 shows 
an increase in resources of nearly one-half 
million dollars. The official statement of 
March 28, 1932 shows further increase in 
resources to $6,535,535. 
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The Fiduciary Trust Company is headed 
by Pierre Jay, formerly chairman and Fed- 
eral Reserve Agent of the Federal Reserve 
Bank of New York, as chairman of the 
board and Daniel W. MacCormack, as presi- 
dent, having the assistance of a capable 
executive staff. The board of directors is 
one of exceptional strength. It is the policy 
of the company to keep invested funds of 
clients under constant review, not only by 
the company’s own investment organization, 
but also by its investment counsel, Messrs. 
Scudder, Stevens & Clark, one of the best 
investment research organizations in the 
United States. In drafting wills and deeds 
of trust under which the company acts, it is 
the fixed rule of the company that each 
client must be represented by an independent 
attorney of his own choosing and that coun- 
sel for the company will not act for its 
clients, a policy which commands unqualified 
approval, especially from the Bar. 

Because of its exclusive personal trust 
and investment policies, The Fiduciary Trust 
Company is peculiarly qualified to serve kin- 
dred interests for out-of-town trust com- 
panies and banks requiring the highest type 
of fiduciary facilities. 


TANGIBLE EXPRESSION OF FAITH 

At the recent annual business conference 
of superintendents and agents of the Pru- 
dential Life Insurance Company of America, 
held in Newark, New Jersey, the president 
of the organization, Edward D. Duffield set 
an example of confidence in America’s recov- 
ery which may well serve as a stimulus to 
many bank and trust company executives 
who have allowed the “depression complex” 
to affect their own new business efforts. ‘“The 
Prudential will continue its advertising in 
1932 as before,” said Mr. Duffield, “when we 
had the greatest year in the history of the 
company.” 

During the first quarter of the current 
year the Prudential is maintaining its high 
record for new business. In 1932 the Com- 
pany reported paid-for new insurance, in- 
cluding group insurance, aggregating $2,754.- 
604,000. At the close of last year the Com- 
pany had a total of $15,870,631,000 of insur- 
ance in force of which $8,497,616,000 was in 
the ordinary department and $7,373,021,000 in 
the industrial department. ‘This record evi- 
dences the new importance which insurance 
protection has acquired in the public mind. 


Gordon 8S. Rentschler, president of the Na- 
tional City Bank of New York, has been 
elected a director of National Cash Registet 
Company. 
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A NATIONWIDE CONFIDENCE-BUILDING 
EDUCATIONAL PROGRAM 

With the approval and cooperation 
of the directors of the Financial Ad- 
vertisers Association there has _ been 
launched a nationwide Confidence-Build- 
ing Program, the prime purpose of which is 
to focus public attention upon America’s 
wealth and stability and also to impress upon 
the public mind the community functions 
and constructive services provided by banks. 
It is designed to place all banks behind a 
definite movement for the restoration of con- 
fidence toward business and banking. The 
program is the result of eight months of co- 
operative endeavor on the part of a group 
of men prominent in business, banking and 
public relations. Its building was inspired 
by a group of bankers who saw the need for 
an expression of confidence in the future of 
industry, commerce and finance, that could 
be national in its viewpoint and at the same 
time entirely local in its application to the 
problems of a banking community. 

Recognizing the difficulties of the general 
situation, but alert to the growing encour: 
agement underlying it, the organizers of the 
program have adopted an approach that any 
bank can safely use in its local community. 
They have kept the plan flexible to suit the 
conditions of any individual locality. It is 
contemplated that the program will be pub- 
lished concurrently by leading strong banks 
the country over. In some cases, two or more 
banks will sponsor the program together. In 
other cases, it becomes a local clearing house 
project. In no way selfish or competitive, the 
prime motive of the program is to reveal 
banking for what it is—the axis of the busi- 
ness community, touching all industries and 
activities, and contributing to their funda- 
mental soundness and potentiality. 

Banking’s story is told clearly, simply and 
effectively through this New Business Cor- 
poration program. This story is told in part 
in connection with each of the institutional 
display units. It is also told in a brochure, 
“Looking Ahead With Banking,” that is 
made available through the display units and 
by selective distribution. The brochure is a 
52-page booklet that tells how a bank serves 
the community; how it helps every business 
and every family, how deposits are safe- 
suarded, how checks are handled and ac- 
counts kept, how a bank lends money, how 
to read a bank statement, and how a depos- 
itor can get the most out of his banking con- 
nection. 

“Looking Ahead With Banking” was com- 
piled under the direction of Carroll Dean 
Murphy, president of the New Business Cor- 
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poration, with headquarters in Chicago, and 
chairman of the Confidence Building Pro- 
gram’s editorial board, with the collabora- 
tion of Arthur R. MacDonald, business and 
publishing adviser. 

Announcement of the endorsement of the 
Financial Advertisers Association of the New 
3usiness Corporation’s program was recently 
made, following the program’s presentation to 
a meeting of the board of directors of the 
Financial Advertisers Association by a com- 
mittee composed of H. A. Lyon, advertising 
manager Bankers Trust Company, New York; 
Jacob Kushner, assistant secretary and ad- 
vertising manager, United States Trust Com- 
pany, Paterson, N. J.; and Frank G. Burrows. 
advertising manager Irving Trust Company, 
New York. 


R. L. Clarkson, president of the Chase Se- 
curities Company, has been elected a director 
of the Goodyear Tire and Rubber Company. 

Harvey D. Gibson, president of the Manu- 
facturers Trust Company of New York, has 
been elected a director and member of the 
executive committee of McKesson & Rob- 
bins, Inc. 
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SUCCESSFUL REORGANIZATION OF THE LOUISVILLE TRUST 
COMPANY 


The recently accomplished reorganization 
of the Louisville Trust Company of Louis- 
ville, Ky., is characterized as an outstanding 
achievement in the civic and financial history 
of that city. The cordial cooperation from 
over twelve thousand depositors and from 
holders of collateral trust obligations, was an 
expression of continued and renewed faith 
toward a trust company which had for many 
years occupied an eminent position in serv- 
ing the financial, banking and fiduciary re- 
quirements of the community. The rehabili- 
tation of the company therefore became a 
matter of civic pride and appeal to loyalty 
which under the leadership of Judge Huston 
Quin met with generous response. Instead 
of suffering losses involving banking re- 
sources of over $22,000,000 and trust estate 
assets of approximately $30,000,000, which 
would have been incurred in the event of 
forced liquidation, the plan of reorganization 
and the new executive personnel convey every 
possible assurance of conserving and meeting 
all banking as well as fiduciary obligations. 

Under the plan of reorganization provision 


EARL R. MuIR 


Vice-president of the Louisville Trust Company, Louisville, 
Kentucky 


was made for three classes of creditors, 
namely, depositors, holders of collateral trust 
bonds and holders of collateral trust certifi- 
eates. An army of enthusiastic workers, 
marshalled by Judge Quin, obtained accept- 
ance of the plan of safeguarding deposits 
from over 12,000 depositors and consent for 
extensions of bond and certificate holders. 
Under the plan in operation depositor credi- 
tors receive 30 per cent of their claims in 
certificates, representing a pro rata interest 
in the depositors’ refunding account, the pro- 
ceeds of which will be distributed to the cer- 
tificate holders and allowing for orderly li- 
quidation of assets. Depositors also receive 
15 per cent of claims in capital stock and 
surplus and the balance of 55 per cent is 
placed on time and demand deposits with 20 
per cent represented by certificates payable 
in two years from reopening, bearing 3 per 
cent annual interest and 20 per cent placed to 
credit of depositor in checking accounts sub- 
ject to immediate demand with provision for 
crediting additional payments to credit of 


checking accounts on deferred basis. 


GEORGE D, CALDWELL 


Vice-president and Trust Officer, Louisville Trust Company, 
Louisville, Kentucky 
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The Integrity Trust Company, with its Main 
Office in the heart of the financial district, 
and six other offices in Philadelphia, offers 
correspondent, financial, and fiduciary serv- 
ices to banks and bankers. 


Established 1887 


Member 
Philadelphia 
Clearing House 


Intesrity Trust Company 


Main Office: 16th and Walnut Streets 
PHILADELPHIA, PA. 


Banking and Fiduciary Services 
in Philadelphia 








The new company has also bound itself to 
ultimate payment of $4,250,100 of collateral 
trust bonds, secured by high-grade mortgages 
on St. Louis real estate, the bondholders con- 
senting to extension of bonds for ten years 
at interest rates of 5144 per cent. Similar con- 
sent for extension was obtained from holders 
of $5,696,700 collateral trust certificates di- 
rectly secured by mortgages on real estate. 

The new management of the Louisville 
Trust Company is in strong hands with Wil- 
liam J. Rahill, formerly with the Chemical 
Bank Trust Company of New York, as presi- 
dent. Other senior and executive officers 
are Earl R. Muir and I. Sidney Jenkins, vice- 
presidents; George D. Caldwell, vice-presi- 
dent and trust officer; A. R. Furnish, assis- 
tant vice-president; Ira J. Porter, treasurer ; 
F. W. Gates, secretary, and Edw. W. Hinkle 
and John J. Wickstead, trust officers. The 
board of directors is of exceptional strength. 

Earl R. Muir, vice-president, resigned his 
position as assistant cashier of the Federal 
Reserve Bank to assume his new office. Nine- 
teen years ago Mr. Muir started work for 
the Illinois Central Railroad and after three 
years went to the Cadillac Motor Company 
at Detroit in accountancy work. In 1917 he 


became associated with the Louisville Branch 
of the Federal Reserve Bank. 

George D. Caldwell, vice-president and 
trust officer of the reorganized Louisville 
Trust Company is a graduate of Columbia 
University of New York, taking several de- 
grees and in 1915 was admitted to the bar in 
Kentucky, having been associated with some 
of Kentucky’s leading law firms. In 1928 
Mr. Caldwell became a member of the faculty 
of the law school of the University of Louis- 
ville as Professor of Law and during the 
World War served for nearly two years as 
First Lieutenant and Captain of Infantry, 
retaining his activity as a member of the 
Officers Reserve Corps. 

A financial statement issued by the Louis- 
ville Trust Company as of December 31, 1931 
shows total banking assets of $19,439,844 
with cash of $2,878,423; N. Y. call loans, 
$400,000 ; U. S. Government bonds, $149,277; 
investments, $1,468,459; loans, $4,216,103; 
mortgages pledged $9,099,695. Capital is 
$1,000,000; surplus and undivided profits, 
$600,000; earnings reserved, $63,261; re- 
serves, $2,029,926; demand deposits, $2,761,- 
311; time deposits, $3,933,023; collateral 
bonds and notes, due September 1, 1941, of 
$8,919,512. 
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Beautiful States Avenue 
at Pacific 


ATLANTIC CITY, N. J. 


W. GRAHAM FERRY 


Owner and Proprietor 
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DELAWARE’S PREMIER BANK AND 
TRUST COMPANY 

The Wilmington Trust Company of Wil- 
mington, Del., embodies in its organization 
the oldest and finest traditions of banking. 
In point of volume of banking assets, capi- 
talization and trust business it stands at 
the peak of Delaware banks. The latest fi- 
nancial report, as of March 31, 1932, shows 
an impressive volume of personal trust funds 
administered by the company, aggregating 
$161,000,000 and representing a gain of 
$7,000,000 since June 30, 1931. Banking re- 
sources of $37,350,893 show an impregnable 
position with cash, exchanges and due from 
Reserve banks of $3,903,298; United States 
Government bonds, $5,592,321; other bonds 
and stocks, $2,989,371; demand loans, $14,- 
810,619; other loans, $8,137,785. Deposits 
total, $21,909,619 with capital of $4,000,000: 
surplus and undivided profits, $10,569,174 and 
reserve for contingencies of $400,000. 

The Wilmington Trust Co. began business 
in 1903 with T. Coleman duPont as president. 
In 1912 the company acquired the National 
Bank of Wilmington and Brandywine and 
the First National Bank of Wilmington. 
Through the Bank of Wilmington and 
Brandywine the Wilmington Trust Company 
traces its ancestry back to the year of 1810. 


MR. FERRY 


INVITES you! 


. . « To stay with him at 
his “home-hotel' during 
the New Jersey State 
Bankers Association Con- 
vention in May, where the 
air is clean and crisp, the 
rooms large and comfor- 
table, the meals delicious 
and the surroundings con- 
genial. 


—Send for Booklet— 
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T. Coleman duPont served as president from 
1903 to 1912 and was succeeded by James P. 
Winchester, who held office until 1921 when 
the present incumbent, Henry P. Scott was 
elected president. The company occupies spa- 
cious quarters in on the ground floor of the 
duPont Building which were recently en- 
larged to accommodate increasing business. 
J. ELLWOOD COX 

One of North Carolina’s most distinguished 
bankers passed away with the recent death 
of J. Ellv’ +1 Cox at High Point. He or- 
ganized the Commercial National Bank of 
High Point in 1891 and served as its presi- 
dent to the time of his death. He was also 
president of the High Point Savings & Trust 
Company and of the Atlantic Joint Stock 
Land Bank of Raleigh. He was a former 
treasurer of the American Bankers Associa- 
tion, a past president of the National Bank 
Division and was affiliated with numerous 
Southern financial and industrial enter- 
prises. During the past five years he was 
a trustee of the Duke Endowment Fund. 


Tax dodging was prevalent among wealthy 
Parthinians over 2,000 years ago according 
to tablets excavated recently at Seleucia on 
the Tigris. 
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A NEW MECHANICAL ACHIEVEMENT: 
THE BLUE STREAK CHECK SIGNER 
Adequate protection and maximum speed 

in the signing of checks are two prime requi- 

sites in modern and efficient office or busi- 
ness equipment. This demand has been met 
by the ingenious electric check signing ma- 
chines devised by the Todd Company which 
has its main plant in Rochester, N. Y., and 
service stations throughout the country. 

Heretofore these check signing machines have 

been principally adapted to the requirements 

of large corporations, banks, trust companies, 
railroads and municipalities. Now the Todd 

Company has come out with another distine- 

tive achievement which is called the Todd 

Blue Streak Check Signer which makes the 

same qualities of protection, speed and 

economy available for universal business use 
and at cost within reach of small as well as 
large organizations. 

the predecessor machines 

Check Signer provides every safe- 

guard against unauthorized use. It is in- 

credibly fast, smooth and simple of opera- 
tion with attractive external design and 
readily movable. It enables one office assist- 
ant to sign checks more safely in a twelfth 
of the average time of signing by hand. One 
of the advantages of this new equipment is 
that it releases the time of executives for 
profitable employment, permitting an 

assistant to sign checks more safely at a 

rate of 3,000 or more an hour. Another no- 

table advance is the two-color imprint of 
signature and the ribbon method of inking. 

Fraudulent use of machine is prevented by 

double locks and a meter. Tampering is 

quickly detected by automatic means and 
other protective features are such as to dis- 


Like the Blue 


Streak 


more 





The Blue Streak Check Signer, the latest devel- 
opment of the Todd Company for speed in 
signing and protection of checks. 
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courage the most talented forgers or crooks. 
As stated the new Blue Streak Check Signer 
brings this equipment within easy reach of 
business, whether large or small, because of 
the lowered costs. 


TAX RULING ON WOOLWORTH ESTATE 

The Appellate Court in Brooklyn, New 
York, recently ruled that commissions for 
administrators should be computed on value 
of estate as of date of death for purposes of 
transfer tax and not affected by increase or 
decrease of estate subsequently. The deci- 
sion was made in connection with an appeal 
of heirs of the estate of the late Mrs. F. W. 
Woolworth, widow of the five and ten cent 
store capitalist, who claimed additional al- 
lowance of $770,000 in commissions obtained 
in connection with an increase in the value 
of the estate of $18,579,000 occurring be- 
tween the time of the death of decedent and 
the fixing of commissions. Surrogate Howell 
ruled that the additional commissions might 
be deducted from the net estate, having the 
effect of diminishing tax accruing to the 
state. The Appellate Division reversed the 
decision of the lower court and established 
a precedent in future tax proceedings. 
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TRUST MESSAGES ADDRESSED TO MEN 
OF PROPERTY 

The past few years have impressed upon 
men of property and affairs that it is often 
quite as difficult to hold a fortune as is its 
acquisition. This period is also one which 
renders the average man more receptive than 
ever to the best available means of protecting 
and conserving his estate. He wants some- 
thing more than his own judgment to rely 
upon, although he may be skilled in business 
and even financial matters. 

The Irving Trust Company recently inau- 
gurated a series of display newspaper ad- 
vertisements which interpret the “trust mes- 
sage” with exceptional frankness and clarity. 
The importance of making the right kind of 
decision and selecting the most efficient and 
responsible trustee or executor, is empha- 
sized. Moreover, the series gives the reader 
a clear picture of the machinery of trust 
administration as well as the human attri- 
butes. Estate-planning, in which the Irving 
has developed special organization, is another 
subject together with the teamwork and spe- 
cialization with which the trust company 
handles administrative and estate detail, en- 
lists experts in tax matters, analysis and su- 
pervision of trust holdings of securities and 


management of real estate and mortgage in- 
vestments. 

The March 28th financial statement of the 
Irving shows total deposits of $527,078,954 ; 


deposits $363,553,729; capital, $50,000,000; 
surplus, $55,000,000; undivided profits and 
reserve for contingencies, taxes, ete., $5,598.- 
275. Resources show a high degree of liquid- 
ity. 

Nolan Harrigan, assistant secretary of the 
Irving Trust Company, was recently promot- 
ed to assistant vice-president. 


FIRST CITIZENS BANK & TRUST 
COMPANY OF UTICA 

As one of the strongest and largest trust 
companies in New York State, the First Citi- 
zens Bank & Trust Company of Utica re- 
ports as of March 28th total resources of 
$65,254,014 with deposits amounting to $43,- 
884,838. This company is the result of re- 
cent merger of the First Bank & Trust Com- 
pany, the Citizens Trust Company and the 
Utica Trust & Deposit Company. Capital 
is $2,000,000; surplus and undivided profits, 
$3,156,224, with an ample reserve fund of 
$3,954,748. The trust department reports to- 
tal fiduciary funds of $38,304,904, including 
$15,960,868 trusts under wills and agreements 
and $20,466,445 custodianships and other fidu- 
ciary accounts. 
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Edward Norris has been elected a vice 
president of the First Citizens Bank & Trust 
Company at Utica, N. Y. He has direct 
charge of the bank’s investment and indus- 
trial division. 


Frank M. Donohue, an assistant cashier 
in the Chase National Bank of New York, 
has become associated with the Wilmington 
Trust Company at Wilmington, Del., as as- 
sistant vice-president. 

Frederick W. Whitwell has been elected 
president of the Geneva Trust Company, Ge- 
neva, N. Y., to succeed the late Thomas H. 
Chew. 

Edwin 8S. Underhill, Corning, N. Y., news- 
paper publisher, has been elected a director 
of the First National Bank & Trust Company 
of that city. 

A test suit has been brought in Illinois to 
determine the authority of receivers of closed 
banks to borrow money against assets of 
closed banks from the Construction Finance 
Corporation, 


MORRISTOWN TRUST COMPANY NAMED 
AS EXECUTOR 

The Morristown Trust Company of Morris- 
town, N. J., is named as receiver in coopera- 
tion with Henry W. Ford in the will of the 
late Robert H. McCurdy, former general man- 
ager of the Mutual Life Insurance Company 
of New York. disposing of an estate of over 
$6,000,000. Bequests which total more than 
$1,500,000 are made to charitable institu- 
tions, churches, relatives, friends and em- 
ployees. The bulk of the estate is left to 
Miss Matilda L. Pillot of New York, an in- 
timate friend of the wife of the testator, 
who receives $200,000 in cash and personal 
property and net income from residue of the 
estate for five years, after which she receives 
the residue. If she dies before five years 
have elapsed the residue is to go to the rec- 
tor, wardens and vestrymen of St. Peters 
Protestant Church which receives outright 
$50,000. A trust fund of $300,000 is provided 
for Mrs. Ralph Alexander Wood and bequests 
are made to relatives and friends ranging 
from $200,000 to $100,000 each. 


The 35th anual statement of the Trusts 
and Guarantee Company, Toronto, Canada, 
shows total funds in estates, trust and agency 
accounts of $33,092,451. 

The Canada Permanent Trust Company of 
Toronto reports trust and estate funds 
amounting to $27,207,345 with capital ac- 
count of $1,473,663. ; 
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APPOINTED MANAGER OF ADVERTISING 
AND NEW BUSINESS 

George O. Everett, assistant vice-president 
of the First Citizens Bank & Trust Company 
of Utica, N. Y., has been appointed manager 
of advertising and new business for the bank. 
Mr. Everett was formerly advertising and 
new business manager of the Citizens Trust 
Company of Utica, which recently merged 
with the First Bank & Trust Company and 
the Utica Trust & Deposit Company to form 
the new $64,000,000 bank, one of the largest 
in New York State outside the Metropolitan 
district. 


GEORGE O. EVERETT 


Assistant} Vice-president of the First Citizens Bank and 
Trust Company of Utica, who has been appointed Manager 
of Advertising and New Business for the bank 


Previous to his Utica connections, Mr. Ev- 
erett was an account executive with Edwin 
Bird Wilson, Ine., New York advertising 
agency specializing in financial accounts. His 
experience there was very broad as it dealt 
with the particular situations confronting 
banks of all sizes in the south and east. 
While there, he receive a leave of absence 
to attend the Central Hanover Bank & Trust 
Company’s School of Trust Solicitation, 
which work he will direct in his new posi- 
tion. Mr. Everett was graduated from the 
School of Finance and Commerce of the Uni- 
versity of Pennsylvania where he specialized 
in advertising. After graduation he taught 
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IN PITTSBURGH 7 of the 8 leading banks 
supply their customers with checks made 
on La Monte Safety Paper . . Here, as in 
all financial and industrial centers the 
country over, La Monte is the preferred 
check paper, accepted, used, and appre- 
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ciated for its safety, durability; for the dis- 
tinction it lends to every transaction. 

George La Monte & Son, 61 Broadway, 
New York City. Also branch offices in Chi- 
cago, Cleveland, Kansas City, St. Louis, At- 
lanta, Dallas, San Francisco and Baltimore. 


LA MONTE SAFETY PAPER FOR CHECKS 
NATIONAL SAFETY PAPER. . . BANKERS SAFETY 
PAPER . . . SAFETY CHECK PAPER. . . ANCHOR 
SAFETY PAPER . EXCHANGE SAFETY PAPER 
— ALL LA MONTE PAPERS—ALL SAFE 





this subject in the evening and extension 
schools connected with the University. After 
three years of journalism in New York he 
returned to the advertising field with Batten, 
Barton, Durstine and Osborn, New York 
agency, and was assigned to work on several 
New York bank, insurance and trust promo- 
tional campaigns. 


TRUSTEES AND THE LAW 
(Continued from page 462) 

I suppose that the sum total of all I have 
said is that the attitude of the courts in 
considering the question of investments is 
not and cannot be a question of what the 
trustee has done. It is bound to be much 
more a question of how you have done it 
and why you have done it. If you have 
loyally and efficiently and carefully done 
your best the law is not going to hold you 
to a divine standard of perfection. The law 
is human and the law is going to recognize 
that you are human; that the mere fact that 
the trustee is a corporate trustee does not 
make it any the less human; that if you have 
done your human best the law ought not to 
criticise. 
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We Solicit Your Baltimore Account 


FRED. G. BOYCE, Jr., Vice-President 


DIEBOLD ANNOUNCES NEW TELLERS’ 
SAFETY LOCKER 

The Research Laboratory of the Diebold 
Safe & Lock Company, Cantsn, O., announces 
the new Tellers’ safety Locker for complete 
daytime protection of money handled by com- 
mercial and bank cashiers and tellers from 
both daylight hold-up and mysterious disap- 
pearance. It money drawer 
and safety locker built as one unit that may 
be used in the open on a suitable base, or 
installed in the counter. It is said to be even 
more convenient than money drawers in 
common use with the added advantage of 
positive, fool-proof protection from the two 
hazards that constantly threaten all bulk ac- 
cumulations of money exposed for public 
transactions. 

Surplus cash is kept in the which 
is always locked, except as the teller needs 


consists of a 


locker 


THE TELLERS’ SAFETY LOCKER, A NEw DEVICE OF THE DIEBOLD 
SarFE AND LocK COMPANY FOR ADEQUATE PHYSICAL 


PROTECTION OF MONEY 


A. H. S. POST, President 


additional cash. The money drawer has a 
special compartment from which excess cash, 
above the teller’s needs for immediate trans- 
actions, are automatically and secretly de- 
posited in the tray inside the locker whenever 
the money drawer is closed. 

The teller’s responsibility is balanced with 
adequate physical protection. Since he alone 
controls the locks of both money drawer and 
locker, he enjoys undivided responsibility for 
the money in his care; thus eliminating losses 
from mysterious disappearance. When he 
leaves his post during the day, all his money 
is provided with physical protection instead 
of being left openly exposed on the counter 
or in ordinary money drawers where it is a 
constant source of temptation to the criminal 
mind. 

Experience has proved that the most ef- 
fective protection from hold-up attack is 
“delayed control” over cash accumulations. 
“Delayed control” is established by equip- 
ping the Tellers’ Safety Locker with either 
electrical supervision or Diebold delayed 
time-combination-lock supervision. Electri- 
cal supervision automatically closes the money 
drawer and automatically deadlocks both 

the money drawer and 
locker door for a pre-deter- 
mined period of time, by 
“pressing the button.” 


The Guaranty Trust 
Company of New York is 
named as co-executor in the 
will of the late Major 
Louis Livingstone Seaman, 
a retired United States 
Army surgeon. The resi- 
duary estate is left to Cor- 
nell University for experi- 
mentation to determine best 
food values for American 
soldiers. 
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FREDERICK H. ECKER RECOMMENDS A 
REPORTING SERVICE ON CHARITIES 
“The wise spending which is the order of 

the day should most emphatically include 
careful planning about gifts to welfare or- 
ganizations,” said Frederick H. Ecker, presi- 
dent of the Metropolitan Life Insurance Com- 
pany of New York, in speaking of the Bureau 
of Advice and Information of the Charity 
Organization Society in which he is actively 
interested, serving on its committee. “I refer 
not only to individuals but banks, trust com- 
panies and all groups who are in a position 
to guide their clients into effective philan- 
thropies. 

“This bureau which I recommend, is a re- 
porting service on organizations which ap- 
peal to the public for funds. It has records 
of over 3,000 agencies in the city and state, 
and received 6,711 inquiries during 1951. But 
its usefulness to New York men 
cannot be expressed entirely in figures. In 
New York, with its thousands of agencies of 
all kinds, no busy man can possibly know in 
detail about them. He receiveds hundreds of 
letters appealing for money from organiza- 
tions of which he has never heard. 


business 


“That the banker and banking institutions 
have a special need for such an information 
service is the reason I am recommending the 
Bureau of Advice and Information. It is the 
source to which those who give or direct 
gifts may go for concrete facts about New 
York’s numerous agencies. Their reports not 
only assure the individual contributor that 
he is giving his money wisely but by familiar- 
izing him with the organization’s work make 
him feel a real partnership in it. A simple 
way of getting acquainted with the bureau 
is to send a copy of the charity lists made 
out for income tax returns and find out about 
every organization on the list. 

“The Bureau of Advice and Information 
likes to think of itself as a form of insurance 
for it does insure your contributions against 
mediocrity or fraud. My interest prompts 
me to say over and over again to my personal 
and business friends ‘consult the Bureau of 
Advice and Information, 105 East 22d street, 
Gramercy 5-4066, about your charitable gifts.’ 
You will soon find it becoming a valuable 
part of your reference and advisory sources.” 


Bayard W. Read and Melville D. Truesdale 
have been named assistant vice-presidents of 
the Central Hanover Bank & Trust Company 
of New York. 

The Chase National Bank of New York has 
heen appointed registrar for common stock 
ot the Consolidated Oil Corporation and 
registrar for common stock of the Barnsdaltl 
Corporation. 
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No Banker 
Need Be Told 
The Address 


J. H. BACHELLER 


President of the Fidelity-Union Trust Company of Newark, 
N. J., who has been elected a director of the Prudential 
Insurance Company of America 
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HIGH EARNING RATIO OF KINGS 
COUNTY TRUST COMPANY 


On capital of $500,000 the Kings County 
Trust Company of Brooklyn shows the high- 
est percentage of earning ratio for the first 
quarter of the year among New York trust 
companies and equal to 24.80 per cent and 
on net funds 0.36 per cent. Undivided profits 
was increased $24,000 with surplus and undi- 
vided profits amounting to $6,586,000. Re- 
sources total $32,059,852 and deposits, $24,- 
778,911. 


VICE-PRESIDENT OF UNION GUARDIAN 
TRUST OF DETROIT 


Clifford B. Longley, president of the Union 
Guardian Trust Company of Detroit an- 
nounces the election of A. A. F. Maxwell to 
be vice-president of the company. Mr. Max- 
well came to Detroit in 1925 and was in 
charge of the corporate trust department of 
the Guardian Trust Company. He became 
secretary of the Guardian Detroit Union 
Group upon its organization in 1929, a posi- 
tion he vacated to join the staff of the Union 
Guardian Trust Company. 


SOUND ADVERTISING POLICY FOR 
BANKS 

Discussing the character of bank adver- 
tising that will be most effective in stimu- 
lating public confidence, Fred Ellsworth, vice- 
president of the Hibernia Bank and Trust 
Company of New Orleans, says in the Bulletin 
of the Financial Advertisers Association : 

“In times of stress and uncertainty when 
disquieting rumors are flying around in every 
direction, and given continuous circulation 
and unthinking and irresponsible people, a 
natural impulse of executives inexperienced 
along advertising and publicity lines is to 
rush into print for the supposed of counter- 
acting these wild tales. As a matter of fact, 
unusual advertising at such a time is always 
apt to do infinitely more harm than good, for 
a public presentation which is in the nature 
of a denial, or a correction, or an attempt 
to re-establish confidence, will multiply the 
circulation of the original falsehood, and 
thus give it an increased currency, which 
dangerously enhances the evil that can be 
created. 

“It occurs to me, in this connection, that 
the proper program for our banking and 
financial institutions to follow right now is 
a normal continuation of conservative, fun- 
damental advertising. which in a sane and 
dignified manner, will direct attention to the 
facilities provided by our institutions for 
orderly co-operation with the business com- 
munity.” — 


JUDICIAL ATTITUDE ON TRUST 
INVESTMENTS 
(Continued from page 450) 

stated that it was an obvious truth that a 
wisdom developed after an event, and having 
it and its consequences as a source, is a 
standard no man should be judged by, and 
it was impossible to say that trustees were 
wanting in sound discretion simply because 
their judgment turned out wrong. 


Sound Ruling for Trustees 
The rule enunciated in the Clark case in 
reference to trustees handling non-legal se- 
curities and their duty in relation to same 


is a sound rule. In effect it holds that where 
trustees act honestly and with ordinary pru- 
dence they are not liable for mere errors of 
judgment. Although it seems to be the rule 
that a trustee should endeavor to obtain the 
highest income possible consistent with 
safety of principal, nevertheless recent devel- 
opments have taught us that the principal of 
obtaining sound bonds so that their prin- 
cipal sum is secure and reasonable income 
for those interested in the trust, seems to 
be wise judgment at this time. 
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BANK OF MANHATTAN TRUST COMPANY INAUGURATES NOTABLE 
SERIES OF ADVERTISEMENTS 


The Bank of Manhattan Trust Company of 
New York is presenting an unusually inter- 
esting and illuminating series of institu- 
tional newspaper advertisements. Attention 
is arrested by striking contrasts in illustra- 
tions which emphasize the great develop- 
ments in industry, transportation, manufac- 
turing, public service and protective devices 
since the year 1799 when The Manhattan 
Company, the parent organization began 
business. The advertisements link up the 
past with the present, which stimulates faith 
in the future of America. 

The series reveal the important and dis- 
tinguished contributions made by the com- 
pany’s early directors in pioneer development 
of railway and other means of transportation, 
in industry and financial affairs. The first 
advertisement, for example, contrasts the 
“Tron Horse,” the famous progenitor of the 
modern locomotive, which was contrived by 
Col. John Stevens, a director of the Man- 
hattan Company, which was exhibited for 
the first time in Hoboken in 1826. The second 
advertisement pictures the old strong box 
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BBANK OF MANHATTAN TRUST COMPANY! 


which was used for conveyance of currency 
and valuable papers in stage coach trips from 
40 Wall street to The Manhattan Company’s 
offices up-state. The advance made in safety 
devices is emphasized by an illustration of 
the modern and huge safety vault which is 
a feature of equipment at the main office 
of The Bank of Manhattan Trust Company. 
The third advertisement visualizes the prog- 
in weaving textiles by picturing the 
clumsy hand looms of early days and the 
modern machinery in textile manufac- 
ture. 

The latest financial statement of The Bank 
of Manhattan Trust Company as of March 
28th and as a unit of The Manhattan Com- 
pany group, shows total resources of $416,- 
716,517 with strongly entrenched and liquid 
position. Deposits total $321,837,709. Capi- 
tal $22,250,000; surplus, $40,000,000 and 
undivided profits of $4,436,284 with $5,150,- 
000 contingencies. The scope of service pro- 
vided by the company is indicated by the 
growth of branch banking facilities to 80 
offices in Greater New York. 
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SELECTION FROM BANK OF MANHATTAN TRUST COMPANIES’ SERIES OF INSTITUTIONAL 
ADVERTISEMENTS 
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THE LOUISVILLE TRUST CO. 
Louisville, Kentucky 


All trust facilities, personal and corporate, and commercial banking 
OFFICERS 
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FIFTH AVENUE BANK OF NEW YORK A four-story building, now nearing comple- 
OPENS ITS FIRST BRANCH tion, will accommodate the new office. The 
For the convenience of patrons residing exterior of the building is of red brick witi 
further uptown the Fifth Avenue Bank of marble trim and follows the Georgian Colon- 
New York made a departure in policy by the ial style of architecture. A feature of the 
opening of its first branch office on April main banking room will be the so-called 
4th at the southeast corner of Madison ave- “friendly counters” which will replace the 
nue and 73d street, and known as the Madi- grilled windows so long associated with 
son Avenue Office. The branch will be in banks. Adjoining the main banking room will 
charge of George Acheson, vice-president who be an attractive ladies’ reception room. Ele- 
has been long associated with the bank at vator and stairway lead to the bank’s mod- 

-its main office. George A. Way, assistant ern safe deposit vaults. 
cashier, together with a staff of seasoned The Fifth Avenue Bank has been excep- 
Fifth Avenue Bank men and women will com- tionally successful in developing trust servy- 
plete the personnel. The branch will render ice and has acquired a large volume of per- 
complete banking and trust services, includ- sonal and custodian trusts. The bank re- 
ing all those given at the parent institution. ports, as of March 2Sth, banking resources 
Interest will be paid on deposits, a policy Of $58,529,668 and deposits of $33,235,754, rep- 
inaugurated by the bank on January Ist of resenting substantial gains as compared with 
this year. Mareh 25, 1931. Capital amounts to $500,000 
with surplus and undivided profits of $38,- 
529,668, showing an increase of over three 
and a half million dollars as compared with 
March, 1931. Earnings for the first quarter 
of the current year were equal to 50.69 per 

cent. 


UNITED STATES TRUST COMPANY 

Earnings on capital reported by the United 
States Trust Company of New York for the 
first quarter of the year to March 2sSth, 
were equal to 15.55 per cent, the second high- 
est ratio shown by New York trust com- 
panies. The capital is $2,000,000 with sur- 
plus and undivided profits amounting to 
$27,016,000, representing increase of $11.000. 
Karnings per share for the year ended March 
28th, equaled 37.19. 


Thomas J. Mowbray, vice-president and 

treasurer of the Security Trust Company of 

- Wilmington, Del., has been elected president 

First BRANCH OFFICE OF THE FIFTH AVENUE BANK OF of the newly organized Credit Bureau of Wil- 


NEW YORK, KNOWN AS THE MADISON AVENUE OFFICE eee ee Tens 
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AND LOCATED AT THE SOUTHEAST CORNER OF 73D STREET aengTee " ury R : Frais of the Wilmin; 
AND MADISON AVENUE ton Trust Company is vice-president. 





TRUST COMPANIES 


New York 


EARNINGS MAINTAINED BY TRUST 
COMPANIES 


Trust companies of New York City report 
surprisingly good earnings for the first quar- 
ter of the current year when general business 
and banking conditions are taken into con- 
sideration. Compilation of the returns for 
March 28th reveals that operations since the 
first of the year enabled the trust companies 
to meet dividend requirements and in some 
individual instances allowing substantial ad- 
dition to undivided profits. There is shown 
an increase in surplus and undivided profits 
of $3,145,100 to a total of $714,529,900 and 
also an increase in capital, as compared with 
December 31, 1931, of $5,455,000 to total of 
$374,810,000. Net earnings of twenty-three 
trust companies in New York City for the 
last quarter were equal to 4.8 per cent of 
aggregate capital and equal to 1.4 per cent 
on total average net funds. Total net earn- 
ings were $16,787,698 with dividends for the 
period of $16,023,125. 

Considerable interest attached to the 
March 28th returns of trust companies as in- 
dicating the effect of the various emergency 
measures adopted at Washington to stabilize 
banking conditions and permit wider expan- 
sion of credit. The trust company statements 
were also of special interest in view of the 
fact that the Comptroller of the Currency 
omitted the usual call for statements for the 
first quarter as relates to national banks. As 
compared with December 31, 1931 the con- 
solidated report of all New York City trust 
companies shows a decrease in deposits for 
the first quarter of 1932 amounting to $601,- 
008,600 to total of $4,223,604.800 and repre- 
senting a decrease of $975,681,000 as com- 
pared with returns a year ago on March 25, 
1931. The decrease for the first quarter of 
1922 was chiefly in deposits not preferred 
amounting to $467,501,000, with decrease of 
$17,919,000 in preferred deposits and de- 
crease of $151,426,000 in deposits due to 
trust companies, banks and bankers. sills 


payable and rediscounts were reduced $7.340,- 
000 to total of $4,378,400 and acceptances 
were also slightly decreased. 

Among resources the largest decrease is 
shown in the amount of cash items and ex- 
changes for clearing house amounting to 
$364,541,000 to total of $285,042,500. Next 
comes a decrease of $128,954,S00 in loans se- 
cured by collateral and a decrease of $68,- 
860,000 in bills purchased and not secured. 
Investments in public securities increased 
$11,577,000 to aggregate of $1,565,152,500. 
Investments in private securities decreased 
$11,689,100 to total of $326,877,500. Bonds 
and mortgages amounting to $147,.615,000 
show a slight decrease. Resources aggregate 
$5,819,309,300 as compared with $7,530,964,.- 
000 a year ago. There was a decrease in the 
number of trust companies in operation dur- 
ing the past twelve months from 45 to 37, 
mainly due to mergers. 


NOMINEES FOR NEW YORK BANKING 
BOARD 

Nominations of four bankers as members 

of the newly created banking advisory board 

of New York, authorized at the recent ses- 

sion of the legislature, have been completed 

and forwarded to Governor Roosevelt for ap- 


proval. The act provides that four of the 
nine members of the board shall represent 
banking interest, four to represent non-bank- 
ing interests and with the Superintendent of 
Janking serving as chairman. The four 
bankers nominated by groups of bankers 
representing various divisions of the state 
are: Mortimer N. Buckner, chairman of the 
board of the New York Trust Company, presi- 
dent of New York Clearing House Associa- 
tion and president of the National Credit 
Corporation; Henry R. Kinsey, vice-presi- 
dent of ‘the Williamsburgh Savings Bank and 
president of the Savings Bank Association of 
New York State; George Overocker, presi- 
dent of the Poughkeepsie Trust Company 
and Walter W. Schneckenburger, vice-presi- 
dent of the Marine Trust Company of Buf- 
falo and executive vice-president of the 
Marine Midland Group. Ine. 
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KINGS CoUNTY TRUST COMPANY 


342, 344 & 346 Futron Sr., 


Borough of Brooklyn, City of New York 





Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $562,000.00 


JULIAN P. FAIRCHILD, Presiden: 


WILLIAM - WASON, Jr., Vice-President 
HOWARD OOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


ALBERT i TARO Secretary 
ALFRED W. ABRAMS, Asst. Secretary 
EUGENE L. VAN WART, Asst. Secretary 





RECORD OF ACHIEVEMENTS BY MANUFACTURERS TRUST 
COMPANY OF NEW YORK 


During one of the most difficult periods 
in American banking the Manufacturers 
Trust Company of New York, since direction 
of its affairs were assumed by Harvey D. 
Gibson and his associates, has an exceptional 
record of achievements to its credit. The con- 
fidence gained by this institution and the 
high character of its management are duly 
reflected in the latest financial statement and 
especially emphasized since the merger of the 
Chatham Phenix National Bank & Trust 
Company with the Manufacturers Trust Com- 
pany, which was consummated on February 
9th of this year. It is noteworthy that from 
February 9th, the merger date to March 
28th, the net earnings for forty-eight days 
amounted to $757,948, after the addition of 
$701,892 to reserves, and almost equal to divi- 
dend disbursements of $823,725 for the entire 
first quarter of 1932. The ratio of earnings 
since the merger on February 9th would 
therefore be equal to over $1,420,000 or 
nearly $600,000 over dividend requirements if 
applied for the entire quarter. 

The first quarter of this year has been 
one of quite general and seasonal declines in 
deposits for most large banks and trust com- 
panies and despite this fact the deposits of 
the Manufacturers Trust Company, computed 
on February 9th when the merger became 
effective, has been but two and a half mil- 
lion dollars up to March 28th. The first con- 
solidated statement as of February 9th 
showed deposits of $374,892,596 as against 
$269,540,000 last December 31st, prior to the 
merger and the March 28th statement show- 
ing total of $372,329,052. Resources as of 
latest report date aggregated $494,638,432 
and a decrease of only $8,000,000 since the 
merger. 

The Manufacturers Trust Company, during 
1931 under the Gibson régime, was one of the 
few large banks and trust companies of New 


York City to show a profit after both ordi- 
nary and extraordinary charge-offs to re- 
serves. The company is today in a strongly 
liquid position with cash and due from 
banks of $76,729,765; United States Govern- 
ment securities, $44,581,123; other securities, 
$61,505,275; loans and bills purchased, $216,- 
231,997. The merger with the Chatham 
Phenix called for an increase in capital from 
$27,500,000 to $32,935,000 with increase in 
surplus and undivided profits from $22,196,- 
391 as of December 31, 1931 to $27,122,936. 
Reserves have been set up to $14,084,167. 
The manner in which Mr. Gibson and his 
associates have built up good will and po- 
tentialities of the Manufacturers Trust Com- 
pany is one of the finest demonstrations of 
ability and leadership in New York banking 
developments, particularly in view of the 
valuable contributions made by the manage- 
ment in taking over closed or weakened bank- 
ing institutions during the past year and 
safeguarding deposit liabilities. Another ad- 
vantage is the fact that the Manufacturers 
Trust Company has divested itself of its 
affiliates and incident to the merger with the 
Chatham Phenix has transferred all assets 
not considered suitable for indefinite holding 
by a commercial bank, to the Huron Holding 
Corporation for more orderly liquidation. 


EARNINGS OF BANK OF NEW YORK & 
TRUST COMPANY 

During the first quarter of the current 
year the Bank of New York & Trust Com- 
pany showed net earnings of $406,000, repre- 
senting 6.77 per cent on capital and 0.42 per 
cent on net funds and after dividends paid 
leaving $136,000 added to undivided profits 
amounting to $1,866,804. Capital is $6,000,- 
000 and surplus $8,000,000. ‘The March 28th 
financial statement shows combined resources 
of $125,458,326 and deposits of $100,525,265. 
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Under Supervision of Federal Government 
AMERICAN SECURI 
12AND TRUST COMPANY: 
Fifteenth and Pennsylvania Avenue 
WASHINGTON, .D. C. 


$6,800,000.00 


Capital andSurplus - - 
$38,500,000.00 


Assets over —"S° «& 


FOUR BRANCHES 
Interest paid on checking accounts 


CHASE NATIONAL MAINTAINS STRONG 
POSITION 

During the first quarter of this year which 
witnessed heavy seasonal declines in deposits 
among large banks of New York, the Chase 
National Bank maintained its strong position 
and sound earning capacity. Although the 
Comptroller of the Currency omitted the call 
for financial statements for the first quarter, 
the Chase National voluntarily published a 
statement as of March 31st, which shows by 
comparison with December 31, 1931, net prof- 
its of $7,264,000 of which $5,500,000 was re- 
quired for dividends and leaving $1,714,000 
to be added to surplus and making the latter 
account $20,789,411 and after adding $3,175,- 
000 to reserves for taxes, interest and con- 
tingencies. Special reserves amounted on 
March 31st to $28,649,000, as compared with 
$25,475,000 at close of last year. Capital 
remains at $148,000,000 with surplus of $124,- 
000,000. Net earnings for the first quarter 
were equal to nearly 5 per cent on capital 
and at the annual rate of over 2 per cent on 
net funds. 

Resources as of March 31st aggregated 
$1,866,688,000 with cash in the bank’s vault, 
in Federal Reserve and other banks of $327,- 
674,000; U. S. Government securities $176,- 
552,000: short term municipals and other se- 
curities maturing within two years, $51,080,- 
000; other bonds and stocks, including Fed- 
eral Reserve Bank stock, $101,354,000; loans 
and discounts, $1,025,865,000. Deposits to- 
tal $1,328,736,000. 


The Interstate Commerce Commission has 
approved the proposal of the Baltimore & 
Ohio Railroad Company to place its stock 
holdings in the Western Maryland Railroad 
in trust with the Chase National Bank of 
New York. 


TRUST OFFICER 
AVAILABLE 


Has successfully built up profitable 
trust department. Available for new 
or establised department. Experienced 
in bank and trust publicity and in all 
phases of trust department operation. 
Age 35. Five years general banking ex- 
perience and ten years as trust officer. 


Box AMK, Trust Companies Magazine 





GAIN IN PROFITS REPORTED BY 
NATIONAL CITY BANK 

Fairly satisfactory earnings were shown in 
the March 31st financial statement of the 
National City Bank of New York with net 
earnings for the first quarter of $5,052,430, 
of which $4,650,000 was required for divi- 
dends and permitting the sum of $402,430 to 
be added to undivided profits, bringing the 
latter account to $11,503,775. Earnings for 
the quarter were equal to 4.1 per cent or at 
the annual rate of 16 per cent on capital. 
The statement shows resources of $1,671,- 
062,147 and deposits of $1,261,4383,5438. Con- 
tingent reserves were $25,546,147 as com- 
pared with $25,534,154 at the close of last 
year. Capital is $124,000,000 and surplus 
$90,000,000. 

The City Bank Farmers Trust Company 
reported on March 28th deposits of $37,713,- 
727, capital $10,000,000 ; surplus and undivid- 
ed profits, $11,162,894. 


INCREASE IN UNDIVIDED PROFITS AT 
EMPIRE TRUST COMPANY 

The March 28th statement of the Empire 
Trust Company of New York shows that 
after disbursement of $150,000 and dividends 
for the first quarter of 1932 there remained 
from net earnings of $271,000 the amount 
of $121,000 to the credit of undivided profits 
and increasing surplus and undivided profits 
to total of $3,183,000 and with capital of 
$6,000,000. Reserve for contingencies amounts 
to $1,025,744. The statement shows total re- 
sources of $69,610,708 and deposits of $58,- 
726,358. 


George W. Davison, president of the Cen- 
tral Hanover Bank & Trust Company, and 
S. Sloan Colt, president of the Bankers Trust 
Company of New York, have been elected 
directors of the General Foods Corporation. 





530 TRUST 
SUCCESSFUL QUARTER FOR BANKERS 
TRUST COMPANY 

Net earnings of the Bankers Trust Com- 
pany of New York as shown by the March 
28th statement and as compared with De- 
cember 31, 1931, were on a basis of 12.41 
per cent on capital of $25,000,000 and of 0.59 
per cent on net funds. After payment of 
dividends of $1,875,000 the net earnings of 
$3,103,000 admitted of transferring the sum 
of $1,228,000 to undivided profits which total 
$26,307,945, with surplus of $50,000,000 and 
capital of $25,000,000. Combined resources 
as of March 28th, were $631,463,725 ineclud- 
ing cash on hand and due from banks of 
$86,446,938 ; exchanges, $12,203,111; United 
States Government securities, $137,330,753 ; 
demand loans, $102,356,044; time loans and 
bills discounted, $197,672,321. Deposits total 
$467,795,715. The contingency fund of the 
Bankers Trust Company is maintained at 
$12,000,000. 


GUARANTY TRUST COMPANY OF 
NEW YORK 

Net earnings of $4,354,000 by the Guar- 
anty Trust Company of New York during 
the period from January 1st to Mareh 28th 
of the current year, exceeded dividend re- 
quirements and was equal to 4.84 per cent on 
capital. The latest financial statement shows 
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Government securities, $285,767,078: public 
securities, $38,142,829; other securities, $21,- 
572,323; loans and bills purchased, $641,634,- 
027. Deposits total $892,931,647. Capital is 
$90,000,000; surplus, $170,000,000 and undi- 
vided profits, $24,963,384. 

The Bankers Trust Company of New York, 
as co-trustee and co-executor joined in filing 
a final accounting of the estate of the late 
Charles A. Gould, who was president of the 
Gould Coupler Company. Net value of es- 
tate was placed at $3,906,582. 


HARRIMAN NATIONAL ACQUIRES 
LIBERTY NATIONAL BANK & 
TRUST COMPANY 

The latest merger negotiation in New York 
City is that of the Liberty National Bank & 
Trust Company with the Harriman National 
Bank & Trust Company, the completion of 
which was assured when 60,000 shares of the 
Liberty were turned in in response to the 
purchase offer of the Harriman National. 
John J. Mulligan. former president of the 
Liberty, has been elected vice-president of 
the Harriman and the following assistant 
cashiers were appointed: Eugene T. Ne- 
ville, Walter J. O’Toole and Alfred D. Cella. 
The two offices of the Liberty, located re- 
spectively at 50 Broadway and at 57th street 
and Broadway, will be operated as branches 
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Anglo-South American Trust Co 

Banca Commerciale Italiana Trust Co...... 
Bank of Sicily Trust Co 

Bank of Manhattan Trust Co 
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Bronx County Trust Co 

Brooklyn Trust Co 

Central Hanover Bank and Trust Co....... 
Chemical Bank & Trust Co 

City Bank Farmers Trust Co 

Corn Exchange Bank & Trust Co.......... 
Corporation Trust Co 

County Trust Co 

Empire Trust Co 
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Guaranty Trust Co 

Hibernia Trust Co 

Irving Trust Co 

Kings County Trust Co 

Lawyers Trust Co 


Manufacturers Trust Co.................. 


Marine Midland Trust Co 
New York Trust Co 

Title Guarantee & Trust 
United States Trust Co 
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$1,000,000 
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1,600,000 
22,250,000 
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8,200,000 
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$757,300 
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Harriman. 


Deposits, 


Mar. 28, 1932 


$3,880,300 
12,079,200 
6,539,000 
321,864,500 
97,025,300 
469,148,500 
14,652,800 
102,315,500 
476,868,600 
251,013,900 
37,713,700 
212,866,200 
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58,726,300 
4,377,200 
16,609,600 
884,418,600 
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39,242,300 
56,942,400 
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100 
100 
100 
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20 
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20 
10 
20 
20 


Deposits of the L 
National were approximately $5,000,000 and 
capital was $2,270,000. 
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PERSONNEL CHANGES AT CRITTALL 
CASEMENT WINDOW CO. 

John L. Cotter, formerly vice-president in 
charge of the Industrial Department. of the 
Union Guardian Trust Company, Detroit, has 
been elected vice-president and general mana- 
ver of the Crittall Casement Window Com- 
pany of Detroit. Associated with him are 
Karl F. Jorss and T. E. Walker, who remain 
with the company as vice-president and chief 
engineer and vice-president in charge of 
manufacturing respectively. 


JOHN L, COTTER 


Who has been elected Vice-president and General Manager 
of the Crittall Casement Window Company of Detroit 


J. R. Montgomery, formerly Comptroller of 
Lawrence Stearn & Company of Chicago, now 
holds the position of secretary and treasurer, 
with A. B. Burton, who was also with the 
Union Guardian Trust Company, as assistant 
secretary and treasurer. E. M. Heller, for- 
merly sales manager of the Van Sicklen Cor- 
poration of Chicago, is now director of sales. 
Il. H. Lawson, formerly with the sales or- 
ganization of the International Business Ma- 
chine Corporation is sales manager, and 
Charles M. Gray is manager of sales promo- 
tion and advertising. 

The newly organized Medina Trust Com- 
pany of Medina, N. Y., has opened for busi- 
ness with Charles Ingersoll as president; 
Carl With of the Marine Midland Corpora- 
tion as executive vice-president and Judge 
B. E. Harcourt as secretary. 
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FORMULATING SOUND LEGAL CODE FOR TRUST 
INVESTMENTS 


(Continued from page 475) 


fifty per cent of the assessed value of all 
of the property in the jurisdiction—obviously 
a serious threat to the safety of any funds 
loaned on mortgage in the area. 


. The serious difficulties which have arisen 
in the real estate loan market during the 
past few years lend emphasis to the impor- 
tance of placing greater safeguards about 
mortgage loans intended for the investment 
of trust funds. Appropriate protection 
should be accorded to methods of making 
appraisals so that actual value rather than 
capitalized earning potentialities shall be 
made the basis for this character of loan. 
Special purpose properties should be elimi- 
nated from consideration because of the ob- 
vious speculative character of the enterprises 
they represent and last, but by no means 
least, greater emphasis should be accorded 
to the importance of the financial strength 
of the borrower. It is one thing to have 
“security” for the funds loaned—but quite 
another to be certain of prompt payment of 
interest, taxes, insurance and repair and 
maintenance charges. 
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TRUST COMPANY NAMED AS EXECUTOR 
UNDER EASTMAN WILL 


The Security Trust Company of Rochester, 
N. Y., is named as sole executor in the will 
of the late George Eastman, founder and 
head of the Eastman Kodak Company, who 
committed suicide at his home in Rochester. 
It is estimated that during his lifetime the 
genius of the photographic industry gave 
away more than $75,000,000 to philanthropic 
and educational organizations. The will dis- 
poses of an estate valued at $20,000,000, the 
bulk of which is left to the University of 
Rochester. Aside from bequests placed at a 
total of $12,500,000 going to the University 
of Rochester the testator also gave his pala- 
tial mansion as an official residence for the 
president of the same university, besides a 
fund of $2,000,000 for the maintenance of the 
residence. 

Other important bequests in the Eastman 
will include $1,000,000 to the Rochester Den- 
tal Dispensary; a fund of $2,500,000 to the 
Eastman School of Music: $150,000 to the 
Rochester Community Chest and various 
small bequests to other institutions and to 
employees. To Mrs. Ellen Andrews Dryden 
of Evanston, Ill., the niece and closest rela- 
tive, Mr. Eastman left all his personal effects, 
his hunting lodge in North Carolina and 
$100,000 as well as the income from $100,000 
each to her two children. 


MARINE MIDLAND TRUST COMPANY 

Net earnings of the Marine Midland Trust 
Company of New York from the first of the 
year to March 28th amounted to $253,000 of 
which $250,000 was required for dividends 
with increase of surplus and _ undivided 
profits to $7,022,000. The latest statement 
shows resources of $82,067,080 and deposits 
of $48,379,192. Capital is $10,000,000. 


COMPANIES 


FRANK N. B. CLOSE 

The death of Frank N. B. Close is mourned 
by a host of friends and former associates in 
banking and trust company circles of New 
York City. He passed away April 8th at his 
home in Tenafly, N. J., after a prolonged ill- 
ness and at the age of 56. He was a director 
and member of the executive committee of 
the Bankers Trust Company of New York, of 
which he was vice-president since 1912 and 
until he retired from active duties on account 
of ill health. Mr. Close was the first clerk 
engaged by the Bankers Trust Company when 
it organized and opened for business in 
March, 1903, and the first books of the com- 
pany were in his handwriting. He was par- 
ticularly active and valuable to the Bankers 
Trust Company in organizing and developing 
its trust department. 

In rendering tribute to Mr. Close the chair- 
man of the board of the Bankers Trust Com- 
pany, A. A. Tilney, said: 

“He was one of the wisest and most useful 
officers in the Bankers Trust Company. To 
him is due great credit for the development 
of its trust department, for its sound prin- 
ciples, its conservatism and its sympathetic 
attitude in the interests of its clients. He was 
in large part responsible for the creation of 
the corporate agency and reorganization de- 
partment. But it was not in departmental 
duties alone that his energies and ability 
were valuable. His advice was sought in 
all important matters, and he never spared 
himself until serious illness made it necessary 
for him to withdraw from active work. Mr. 
Close was high in the esteem of his fellow 
officers and directors.” 

Mr. Close was born in Cranford, N. J., on 
February 26, 1876 and received his education 
in the public schools of that community. 
Soon after becoming associated with the 
Bankers Trust Company he became assistant 
trust officer and successively thereafter held 
the offices of assistant secretary, secretary 
and vice-president in 1912. At the time of 
his retirement from active official duties he 
was senior vice-president of the company. In 
1915 he was elected a vice-president and in 
1923 a member of the executive committee of 
the board. He served three terms in Europe 
and for a time directed the branches of the 
company located in London and Paris. 

Mr. Close will be long remembered by his 
associates and friends because of his genial 
personality. 


A new rule governing interest rates which 
it is estimated will cut rates on demand de- 
posits about 1 per cent and on time deposits 
much less, was promulgated recently by the 
New York Clearing House. 
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Philadelphia 


Special Correspondence 


DEFENDING THE STATE BANKING 
SYSTEM 

Strong sentiment has been aroused among 
Pennsylvania bankers against legislative pro- 
posals sponsored at Washington which have 
for their ultimate objective the compulsory 
transfer of all commercial banking operations 
to Federal supervision and control. The pro- 
visions in the pending Glass bill which would 
enable national banks to extend branch bank- 
ing facilities across state lines and without 
regard to branch banking restrictions placed 
upon state banking institutions, is regarded 
as one of the first steps toward the abolition 
of the state banking system and concentra- 
tion of the nation’s banking resources under 
Federal Government regulation. 

Experiences of the past two years have 
not demonstrated any marked superiority of 
federal banking over state banking super- 
vision. The largest national, banking fail- 
ure registered by the office of the Comptroller 
of the Currency, occurred in Pennsylvania 
and the monthly record of fatalities shows 
that in proportion to total number of operat- 
ing banks the nationals were not more im- 
mune to failure than state banks. So far 
as actual statistics tell the story the past 
two years of severe testing have not demon- 
strated any superiority of supervision of na- 
tional banks from Washington over the sys- 
tem of state control from the office of the 
State Secretary of Banking. It is worthy of 
note from the compilations of the Federal 
Reserve Board that of the seventeen banks 
in Pennsylvania which closed from January 
Ist to February 29th of the current year, 
eight were national banks and nine were 
state institutions. 

The strong opposition which exists among 
Pennsylvania bankers gainst centralized 
Federal control of all commercial banking 
was reflected in the forceful remarks made 
by Secretary Charles F. Zimmerman, secre- 
tary of the Pennsylvania Bankers Associa- 
tion, during the recent hearings before the 
Senate Committee on Banking and Currency 
in connection with the proposed Glass bank- 
ing reform bill. He said in part: “With re- 
gard to the question of state rights I am 
astounded to think that Congress would seri- 
ously consider a proposal that there should 
be granted the right for a national bank to 
cross state lines in what are called ‘trade 
areas.’ I am at loss to know where any sub- 
Stantial demand of that sort should arise 
on the ground of banking administration, 
Service or economic necessity. I am a be- 
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liever in the equalization of the rights of 
national banks with state banks. The pro- 
visions of the bill may seem harmless enough. 
The significance lies in respect to what re- 
sults from their application. 

“We are talking in terms in this country 
of strengthening administrative practices of 
banks and the supervisory processes. The 
only basis on which they can be properly 
strengthened and coordinated is on the co- 
ordination of their activities and the basis 
on which they operate. To whatever extent 
through federal law you draw a distinction 
between that parity, you ruin the highest 
ideal, it seems to me, that those of us who 
try to think sanely on banking questions 
may have, which is the coordination more 
and more of the two types of systems and 
the bringing about of conditions which will 
make state chartered institution, whether a 
state bank or a trust company, a member of 
the Federal Reserve System.” 


Eight investment banking and brokerage 


firms, designated by Dr. William D. Gordon, 
secretary of banking of Pennsylvania, are 
handling the sale of securities that are part 
of the assets of closed banks in the Philadel- 
phia district. 
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SMOOTHING OUT LAWYER-TRUST COM- 
PANY DIFFICULTIES IN PENNSYLVANIA 
Negotiations are proceeding favorably be- 
tween committees of the Pennsylvania Bank- 
ers Association and of the Pennsylvania Bar 
Association to establish a cordiale entent 
between trust companies and the legal pro- 
fession. Members of the Committee on Co- 
operation with the Bar of the bankers’ asso- 
ciation met recently with a similar commit- 
tee of the state Bar Association, at Harris- 
burg, at which a tentative draft of declara- 
tion of principles was considered which will 
he considered at the approaching annual con- 
vention of the bankers’ association in May 
and the Pennsylvania Bar Association. 
Valuable information has peen secured by 
the bankers’ committee in connection with a 
questionnaire recently sent to all members 
of the bankers’ association to ascertain to 
what extent, if any, trust departments en- 
gage in activities that may savour of legal 
practice. The dominant spirit of the Harris- 
burg meeting was one of mutual good will 
and yielded promise of establishing sound 
relations. Among trust company representa- 
tives at this meeting were: C. F. Zimmer- 


man, president of the First National Bank of 


Huntington, secretary of the Pennsylvania 
Bankers’ Association; Alexander P. Reed, 
vice-president of the Fidelity Trust Company 
of Pittsburgh, chairman of the Trust Com- 
pany Section; John G. Reading, chairman of 
the Lycoming Trust Company, Williamsport, 
members of the committee as fol- 
Carl W. Fenninger, vice-president, 
Provident Trust Company. Philadelphia ; 
Frank W. Sayre, vice-president, The Penn- 
sylvania Company for Insurances on Lives 
and Granting Annuities, Philadelphia; Ear] 
A. Morton, vice-president, Commonwealth 
Trust Company, Pittsburgh; Gwilym A. 
Price, vice-president, Peoples - Pittsburgh 
Trust Company, Pittsburgh, and Edgar A. 
Jones, vice-president, Scranton-Lackawanna 
Trust Company, Scranton. 


and the 
lows: 


LIABILITY OF TRUST COMPANY 
STOCKHOLDERS 

The liability of stockholders in trust com- 
panies, chartered under the Pennsylvania act 
providing for the incorporation of such insti- 
tutions as apart from state banks is to be 
finally decided by the decision in a suit in- 
stituted by Dr. William D. Gordon, Secre- 
tary of Banking of Pennsylvania, against a 
shareholder in the closed Susquehanna Title 
& Trust Company, of Philadelphia, filed in 
Philadelphia Common Pleas Court. Collec- 
tion of 100 per cent liability is asked. 
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The decision of the lower court, it is gen- 
erally understood, will be eventually carried 
to the Supreme Court of Pennsylvania, so 
that the question of stockholder liability can 
be finally established. Opinion among a num- 
ber of lawyers heretofore has been that stock- 
holders in a trust company are not subject 
to liability in the event of the failure of the 
institution to pay its depositors in full. 


CONTINENTAL-EQUITABLE TO TRANS- 
FER TRUST ASSETS 

At the recent annual meeting of stockhold- 
ers of the Continental-Equitable Title & 
Trust Company of Philadelphia, authority 
was conveyed to directors to proceed with 
negotiations looking toward the absorption of 
their trust department by a large trust com- 
pany. The directors were also empowered 
to close out the safe deposit business, the 
surety business and the title insurance busi- 
ness. The institution's deposit liabilities were 
recently taken over by the Pennsylvania Com- 
pany for Insurances on Lives and Granting 
Annuities. 


John R. Alloy has been elected a director 
of the North City Trust Company of Phila- 
delphia. 





TRUST 


RULING ON TRUST DEPOSITS OF FAILED 
BANKS 

Judge Frank B. Wickersham of the Dau- 
phin County Court of Pennsylvania recently 
rendered a ruling which affects the deposit 
of trust funds of a failed bank in a solvent 
bank. He ordered a dissolution of a _ set- 
off agreement between the closed Commer- 
cial Trust Company and the Union Trust 
Company of Harrisburg regarding deposited 
trust funds, ordering judgment to be entered 
against the Union Trust Company for $6,429, 
the amount claimed by the closed Commer- 
cial Trust Company. 

The Union Trust, at the time the Commer- 
cial closed, held on deposit $6,429 as trust 
funds of the Commercial deposited in the 
Union. The Commercial held $6,808 of the 
Union’s trust funds. With the closing of the 
Commercial Trust Company the Union Trust 
claimed that it had the right to set off this 
claim of $6,808 against the claim of $6,429 
which the Commercial Trust Company held 
against it. 

Judge Frank B. Wickersham, ruled: ‘The 
Union Trust Company, being a going con- 
cern, should honor the drafts of the Commer- 
cial Trust Company on its trust fund de- 
posited herewith, and the Commercial Trust 
Company, being in the process of liquidation, 
must turn over to the Union Trust Company 
its trust funds deposited therewith.” 


TRUST OFFICER APPOINTED HEAD OF 
ORPHAN’S COURT 

Major S. E. Gangloff, trust officer of the 
Schuylkill Trust Company of Pottsville, Pa., 
has been appointed by Governor Pinchot as 
presiding judge of the Orphans’ Court of 
the Twenty-first District, Schuylkill County, 
to succeed Judge MacHenry Wilhelm, who 
resigned because of ill health. Mr. Gangloff 
began his trust experience with the Title 
Guarantee & Trust Company of New York in 
1907 and later became associated with the 
Union Fidelity Company of Pittsburgh. After 
serving in the war and practicing law for 
some years he became trust officer of the 
Schuylkill Trust Company in 1920, later be- 
coming also vice-president and building up 
the largest volume of trust business in the 
county. 

Edgar Downey has succeeded Major Gang- 
loff as trust officer of the Schuylkill Trust 
Company. 


The Pennsylvania National Bank & Trust 
Company of Pottsville, Pa., is distributing a 
folder calling upon the people of the commu. 
sd to heed President Hoover’s call against 
“hoarding.” 


COMPANIES 


535 


GENEROUS BEQUESTS FOR EDUCATION- 
AL ORGANIZATIONS 

A recent accounting by executors of the 
estate of Dr. Richard A. F. Penrose, Jr. who 
was a brother of Senator Boise Penrose of 
Pennsylvania, shows a net estate of $8,909,- 
457. The accounting was filed ‘by the Penn- 
sylvania Company for Insurances on Lives 
and Granting Annuities, Spencer Penrose, 
brother of the testator and John Stokes 
Adams, attorney, as executors of the estate. 
Under the terms of the will all except $200,- 
000 of the net estate will be shared equally 
by the American Philosophical Society and 
the Geological Society of America. The ac- 
counting showed that Dr. Penrose has $3,- 
363,936 in cash and an addition of $107,359 
in gross income accumulated since the death 
of Dr. Penrose. The Pennsylvania inheri- 


tance tax amounted to $903,509. 


PENNSYLVANIA BREVITIES 

H. Elmer Sheaffer has been elected presi- 
dent of the Farmers Trust Company of Car- 
lisle, Pa. He has ‘been associated with the 
company since 1890 and during the last ten 
years served as secretary and treasurer. He 
succeeds Walter ‘Stuart, resigned. The direc- 
tors also elected Dr. H. T. Sadler as an addi- 
tional vice-president. 

Henry Weigand, technical advisor of the 
Wilkes-Barre-Wyoming Valley Chamber of 
Commerce, has been elected president of the 
Hanover Bank & Trust Company of Wilkes- 
Barre, Pa. D. R. Tredinnick has been elected 
cashier and trust officer. 

The four mutual savings banks of Phila- 
delphia reported as of April 1st, total de- 
posits of $460,198,000, an increase of $649,000 
during the month of March. 

The Camp Curtain Trust Company of Har- 
risburg, Pa., has increased capital from 
$125,000 to $200,000. 

The Olympic Games to be held in Los 
Angeles this year serves as the basis for an 
interesting article appearing in the current 
issue of “The Girard Letter” issued by th2 
Girard Trust Company of Philadelphia. 

Charles 8S. Calwell, president of the Corn 
Exchange National ‘Bank & Trust Company 
of Philadelphia, has been appointed a mem- 
ber of the executive committee of the Phila- 
delphia Chamber of Commerce. 


A ruling in favor of stockholders of closed 
trust companies in Pennsylvania, holding 
them entitled to dividends as depositors and 
not liable to assessment on their stock hold- 
ings, was announced recently by President 
Judge Finletter, of Common Pleas Court No. 
4, Philadelphia. 
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Pittsburgh 


Special Correspondence 


THE NEW APPEAL IN BANK AND 
TRUST ADVERTISING 

Banks and trust companies which have 
discontinued or decreased their advertising 
are not contributing their share in restoring 
confidence and are neglecting opportunities 
for new business, according to Edwin Bird 
Wilson, president of Edwin Bird Wilson, Inc., 
of New York in an address before the Fifth 
Annual Advertising Exposition and Confer- 
ence conducted recently in this city. He 
states that banks which have kept up their 
confidence-building work all through the de- 
pression will be the first to receive the bene- 
fits of revival. As regards advertising in the 
fiduciary field, Mr. Wilson stated: 

“In the fiduciary field, those elements of 
advertising which were prominent a few 
years ago have served their purpose. The 
best type of present trust advertising assumes 
that the prospective maker of an estate or 
trust is a business man or woman and must 
be sold on trust company service by sound 
business arguments. The sad pictures of 


widows, empty chairs and crying orphans 


are replaced today by pictures of business 
men and women planning their estates to 
make them as useful as possible to heirs and 
beneficiaries. Why this corporation or that 
is qualified to act in planning estates and 
managing them economically is the modern 
keynote, a note that rings true to present 
conditions. In harmony with this keynote 
is the advertising that points out the advisa- 
bility of the maker of trusts employing an 
attorney to prepare the necessary documents, 
while the fiduciary keeps its proper place 
as business adviser and manager. Coopera- 
tion on a fair basis between attorneys and 
trust institutions is fundamental to the con- 
tinued full success of the beneficent work of 
corporate trust management. It will be a 
good day for both the Bar and the trust in- 
stitution when complete understanding pre- 
vails between the two.” 


FURTHER GAINS BY FIDELITY TRUST 
COMPANY 

The Fidelity Trust Company of Pittsburgh 
has maintained its fine record of growth in 
fiduciary as well as banking operations dur- 
ing the first quarter of the current year. 
Trust funds amounted on March 3ist, to 
$224,673,285, an increase of over a million 
during the current year and representing an 
increase of over $56,000,000 since the close 
of 1928. Corporate trusts amount to §$72,- 
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520,000. Banking resources amount to $27,- 
893,891 with deposits of $15,958,098. Capital 
is $2,000,000 and surplus, $7,000,000. Undi- 
vided profits of $1,105,391, show an increase 
of over $50,000 for the first quarter. During 
the past year a contingent reserve fund of 
$1,277,429 was set up. 


UNION TRUST COMPANY OF 
PITTSBURGH 

Total trust funds of $380,448,190 are shown 
in the March 31st financial statement of the 
Union Trust Company of Pittsburgh with 
corporate trusts of §$877,582,300; securities 
held thereunder, $214,918,925; transfer agen- 
cies and registrarships, $1,736,196,927. Bank- 
ing resources amount to $224,893,292. Capi- 
tal is $1,500,000 and surplus, $63,500,000, with 
undivided profits of $1,351,319, representing 
an increase of $858,000 during the first quar- 
ter of the current year. Reserves amount to 
$6,323,966. 


Andrew J. Huglin has been elected vice- 
president of the Diamond National Bank of 
Pittsburgh. He was formerly vice-president 
of the Iowa-Des Moines National Bank & 
Trust Company. 
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HIGH RATIO OF PER CAPITA DEPOSITS 
IN NEW ENGLAND 

Accepting bank and savings deposits as a 
reliable measure of per capita wealth and 
economic stability, the New England States 
have maintained a higher ratio than any 
other geographical sub-division of the coun- 
try. This is confirmed by some very inter- 
esting statistics recently compiled by the New 
England Economic Council in cooperation 
with the New England Daily Newspaper As- 
sociation. It shows that while the rest of 
the country has registered losses in deposit 
ratios the New England States have scored 
steady gains during the past three years to 
the close of 1931. Inasmuch as savings de- 
posits represent so high a percentage in New 
England, this fact is regarded as particularly 
significant and encouraging. 

At the close of last year the aggregate de- 
posit holdings of New England banks and 
trust companies, including savings banks, 
amounted ‘to $6,468,517, equal to 1314 per 
cent of the combined deposits of the United 
States. Figured on the basis of population 
the New England deposits yield a per capita 
ratio of $786 as compared with $384 for the 
rest of the country. As against a loss of 0.5 
per cent in deposits for the entire country 
bank deposits in New England scored a gain 
of 1.60 per cent in 1930 over 1929 and a loss 
of only 0.2 per cent during 1931 as against 
a loss of 5.9 per cent for the country as a 
whole. Per capita bank deposit decrease in 
1931 was only 0.9 per cent during the past 
year as against a per capita deposit loss of 
6.8 per cent for the United States. Decrease 
in bank resources for the New England Fed- 
eral Reserve district amounted to only 1.4 
per cent during 1931 as compared with 5.3 
per cent loss recorded by the other eleven 
Federal Reserve districts. Savings deposits 
in New England average two and a half 
times the amount of such deposits in the 
rest of the country. 

From the standpoint of banking solvency 
New England has also maintained a record 
far ahead of the general average for the 
country. During 1930 there were only thir- 
teen bank closings and during 1931 there 
were thirty-three suspensions, with a con- 
Siderable number of reopenings bringing 
down the actual ratio of deposits involved in 
bank failures to probably the lowest of any 
district in the United States. During Janu- 
ary and February of this year there were 
only three banking suspensions in New Eng- 
land while the decline of Federal Reserve 
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notes in circulation “indicates a return of 
confidence in the general financial situation,” 
to quote from the latest bulletin of the Fed- 
eral Reserve Bank of Boston. 


PLAN REOPENING OF CLOSED 
MASSACHUSETTS BANKS 

Directors and depositors of banks affiliated 
with the closed Federal National Bank of 
Boston, recently perfected an organization 
which has for its purpose the reopening of 
the banks. John J. Moynihan, counsel for 
the Bancroft Trust Company of Worcester, 
was named chairman of the organization 
committee. The banks represented at the 
organization meeting included the Salem 
Trust Company, Lawrence Trust Company, 
Lynn State Bank, Inman Trust Company of 
Cambridge, Bancroft Trust Company of 
Worcester, Middlesex Trust Company of 
Lowell, Brockton Trust Company and the 
Federal National Bank of Boston, with sev- 
eral branches and subsidiaries. 


Governor Ely of Massachusetts has signed 
an emergency bill which authorizes the State 
Bank Commissioner to borrow funds for the 
payment of dividends in the liquidation of 
certain closed banks. 
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ESTABLISHED 1892 


—=RICHMOND. VA.=— 


CAPITAL STOCK $1,000,000 
SURPLUS (earned) $1,000,000 


STRICTLY A FIDUCIARY INSTITUTION 





FAVORABLE DEVELOPMENTS IN 
FINANCIAL FIELD 

The First National Bank of Boston in its 
current “New England Letter’ directs atten- 
tion to encouraging developments, especially 
as a result of emergency measures enacted at 
Washington. The bank review states: “The 
most favorable developments have been re- 
corded in the financial field. Since the for. 
mation of the Reconstruction Finance Cor- 
poration and the passage of the Glass-Stea- 
gall bill there has been a sharp decline in 
bank failures and a reduction in hoarding, 
as reflected by the continued decrease of 
money in circulation. As a result of the in- 


Harry K. NoYes 


Elected Chairman of the Board of Directors of The Atlantic 
National Bank of Boston 
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creased availability of credit and currency, 
made possible by the emergency measures, 
public confidence has been considerably im- 
proved. Bonds, especially government issues, 
have had a rather sharp rebound from the 
low point of last December. ‘Stock prices 
have fluctuated within a narrow range. 
Wholesale commodity prices in general have 
offered resistance to the downward move- 
ment. The emergency finance measures 
make it possible for the banks to be more 
liberal in the extension of credit, but suffi- 
cient time has not yet elapsed for this to be 
effective. Commercial as well as security 
loans are gradually being reduced.” 


QUESTIONNAIRE ON FEDERAL RESERVE 

MEMBERSHIP AND BANKING POLICY 

A vote was taken recently by the New 
England Council to ascertain prevailing sen- 
timent among New England bankers and busi- 
men as to compulsory membership of 
banks in the Federal Reserve and policy as 
to bank loans on common stock collateral as 
well as the loaning of surplus funds of cor- 
porations in the call money market. Thirty 
bankers voted that all banks, federal, state 
and private should be required to become 
members of the Federal Reserve System, 
while nineteen bankers voted against such 
compulsion. Thirty-one bankers voted that 
industrial and other corporations should be 
prohibited from loaning surplus funds in the 
call money market, while fifteen bankers 
voted in favor of such loaning practice. 
Twenty-six bankers voted that banks should 
be prohibited from making loans on common 
stock collateral security, except on a pre- 
determined basis of actual earnings or net 
worth over a period of from three to five 
years of the organization whose stock is 
offered as collateral. Twenty bankers voted 
in the negative. Among representatives of 
business organizations, 525 favored compul- 
sory membership in the Federal Reserve 
System, while 109 opposed the suggestion. 
On the question of loaning surplus funds of 
corporations in the call money market, 417 
business men voted that such practice should 
not be permitted, while 214 favored such 
loans. 


hess 


Samuel R. Ruggles, associated with the 
Atlantic National Bank of Boston since 1901 
has been elected cashier of the bank. 

An increase of 15.8 per cent in paid-for 
business is shown by the Connecticut Mutual 
Life Insurance Company in its report for 
the first quarter of 1932. The total for the 
first quarter is $29,834,468, and for the same 
period last year, $25,756,568. 
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JAMES D. BRENNAN 

Within three weeks after his recent elec- 
tion as president of the Atlantic National 
Bank of .Boston, James D. Brennan died sud 
denly of cerebral hemorrhage at his home in 
Swampscott. Because of his experience and 
high standing in the financial community 
the election of Mr. Brennan to the active 
head of the Atlantic National Bank had 
called forth much commendation in connec- 
tion with an executive reorganization of the 
bank, including the election of Harry K. 
Noyes as chairman of the board of directors. 

Mr. Brennan was born in Huntington, Vt.. 
April 20, 1881. He attended the University 


JAMES D. BRENNAN 
Late President of The Atlantic National Bank of Boston 
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of Vermont in the class of 1903 and in 1951 
received the honorary degree of LL.D. He 
started his banking career with a Boston 
trust company where he remained until 1910. 
Krom 1910 to 1913 he was state bank exam- 
iner of Massachusetts and from 1913 to 1918, 
national bank examiner and chief national 
bank examiner of the First Federal Reserve 
District. He joined the staff of the First 
National Bank of Boston in January, 1918, 
as vice-president. He was a trustee of the 
Franklin Savings Bank; director of the Mor: 
ris Plan Company; vice-president of the Uni- 
versity Club; president of the Alumni Coun- 
cil, University of Vermont, and chairman of 
the advisory committee of the American In- 
stitute of Banking. 


NEW ENGLAND BREVITIES 

Joseph H. Soliday, president of the Frank- 
lin Savings Bank of ‘Boston, has been elected 
head of the newly created Central Coopera- 
tive Bank, Inec., which will provide a cen- 
tralized fund of liquid reserves for coopera- 
tive savings banks of Massachusetts. Myron 
F.. Converse, president of the Worcester Five 
Cents Savings Bank, has been elected vice- 
president. 

Not until declared are depositors of closed 
banks entitled to interest on their deposits, 
according to a recent decision by Judge Jen- 
nings of the Superior Court of Connecticut. 

Thomas FP. Beal, president of the Second 
National Bank, has been elected president 
of the Boston Clearing House Association. 

Eugene W. 
officer of the 

Vashua, N. H. 

John P. Dyer, vice-president of the Na- 
tional Shawmut Bank of Boston, Mass., since 
1930, has resigned to become president of the 
Bristol County Trust Company of Taunton, 
Mass. 


Leslie has been 
Nashua 


elected trust 
Trust Company of 





CONDITION OF BOSTON TRUST COMPANIES 


Surplus and 
Capital Undivided Profits, 


Banca Commerciale Italiana $750,000 
Boston Safe Deposit and Trust Co........ 2,000,000 
Columbia Trust Co 100,000 
Se ae ee 2,500,000 
Exchange Trust Co 1,500,000 
Fiduciary Trust Co 500,000 
Harris Forbes Trust Co 500,000 
Jamaica Plain Trust Co 200,000 
Kidder Peabody Trust Co 500,000 
Lee Higginson Trust Co 500,000 
New England Trust Co 1,000,000 
Old Colony Trust Co 5,000,000 
State Street Trust Co 3,000,000 
United States Trust Co. 1.400,000 


Assets 
Trust Dept. 
Dec. 31, 1931 


Deposits 
Dec. 31, 1931 
$899,567.18 
20,999,062.38 
778,407.34 
4,727,619.65 
2,546,592.80 
225,000.00 
2,375,617.26 
1,250,839.35 
2,531,098.08 
8,862,775.94 
26,087,480.78 
5,570,759.86 
53,921,780.19 
9,598,521.68 


Dec. 31, 1931 
$385,679.04 
3,798,051.40 
251,158.51 
278,094.24 
1,005,036.60 
538,533.33 
140,575.14 
102,611.38 
269,953.48 
784,119.17 
3,016,786.22 
5,256,393.40 
3,744,377.13 
2,436,380.74 


4,776,235.40 
1,476,606.69 
2,733,244.29 
9,568,302.43 
106,703.53 
13,138,988.89 
26,496,457.78 
125,286,928.71 
302,490,294.99 
52,515,374.54 
12,076,485.82 
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Special Correspondence 


PROPOSED LEGISLATION TO 
SAFEGUARD BANKING 

Earnest consideration will be given at the 
approaching annual convention of the Illinois 
Bankers Association to the necessity of legis- 
lation to establish higher standards of safety 
and supervision over banking. It is recog- 
nized that the large number of banking fail- 
ures in Illinois during the past two years, 
including 126 in 1930 and 237 during the past 
year, has gravely undermined public confi- 


dence and that it is urgent to restore faith 


toward banks as a whole. While bad man- 
agement was a factor in some of the failures, 
the most severe indictment rests against the 
inefficiency of the state banking laws and 
the political influence which surrounds bank- 
ing supervision, chiefly because Illinois has 
no separate banking department. 

The Committee on Legislation of the Illi- 
nois Bankers Association has outlined the 
features of a proposed new banking act 
which will be submitted for discussion at 
the convention. The most important provi- 
sion is the proposed creation of a banking 
board representing banking, labor, agricul- 
tural and industrial interests, which will su- 
pervise the department and shall have au- 
thority to remove banking officials guilty of 
unsafe or unsound methods. The board is 
to be authorized to protect deposits of bank- 
ing institutions by permitting restriction on 
withdrawals in case of emergency. Instead 
of the appointment of receivers, the banking 
department shall take charge of all closed 
banks, enlisting legal service from the At- 
torney General’s office. 

Other provisions in the proposed new bank- 
ing act will require publication of assets and 
liabilities in greater detail; prohibition of 
loans to officers, directors and employees; 
prohibition of bank officers becoming of- 
ficers of any corporation. engaged primar- 


ily in buying and selling securities; non- 
pledge of assets as security for deposits; 
necessary charge-offs and setting aside of 
sufficient funds to build up surplus to 50 
per cent of capital of bank before dividends 
can be paid to stockholders, 

Although the legislative committee makes 
no recommendations as to branch banking, 
which is now prohibited in Illinois, it is quite 
probable that the issue will be discussed, es- 
pecially in view of the purpose of federal 
authorities and legislators at Washington to 
permit national banks to extend branches in 
“trade areas” regardless of state lines or 
laws. Likewise there is more favorable pub- 
lic sentiment to branch banking owing to the 
fact that branch banking in other states has 
shown superior safety and service as con- 
trasted with unit banking. The legislative 
committee takes the position that “the past 
two and a half years have not demonstrated 
that any system of banking, branch, chain, 
group or unit, is no substitute for good man- 
agement.” 


SCANDAL IN APPOINTMENT OF 
RECEIVERS FOR CLOSED BANKS 


Charges of unscrupulous judicial proceed- 
ings in the appointment of receivers for 
closed banks in the Chicago area have been 
made by John A. Swanson, States Attorney 
for Cook County, in a letter to the chairman 
of the committee on receiverships and mort- 
gage foreclosures of the Chicago Bar Asso- 
ciation. These charges are primarily directed 
against Judges Feinberg and Klarkowski of 
the Circuit, It is claimed that large receiver- 
ship fees have been allotted to receivers and 
attorneys who have been favored by the two 
judges, including members of their families, 
personal friends and political henchmen. The 
situation, it is stated, discloses the urgent 
need of new banking laws changing the pres- 
ent system of appointing receivers for closed 
banks. 
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STRONG POSITION OF CONTINENTAL 
ILLINOIS 

As the largest banking institution in the 
United States, outside of New York City, the 
Continental Illinois Bank & Trust Company 
of Chicago continues to maintain position of 
strength and resourcefulness. Throughout 
this period of stress the management has ob- 
served its policies of helpfulness to customers 
and to its large roll of correpondent banks, 
with due regard to liabilities. The latest 
financial statement as of March 30th shows 
that during the first quarter of the current 
year there remained sufficient from earnings 
to make a substantial addition to undivided 
profits, after meeting dividend, tax and all 
other requirements. 

The capital of the Continental Illinois is 
$75,000,000 and surplus $65,000,000, with un- 
divided profits of $5,660,833 representing an 
increase of $849,000 during the first quarter. 
The report shows the sum of $8,590,218 re- 
serve for taxes and interest and a reserve 
of $2,250,000 for the regular dividend dis- 
tributed April ist. Resources aggregate 
$884,249,408, embracing cash and due from 
banks of $164,979,039; U.‘S. Government 
bonds, $81,647,276; other bonds and securi- 
ties, $80,068,819: demand loans $177,992,951 ; 
time loans, $293,452,230; stock in Federal 
Reserve Bank, $4,200,000; customers’ liabil- 
ity on acceptances, $26,480,880; customers’ 
liability under letters of credit, $15,806,684, 
and other banks’ liability on bills purchased 
$22,032,886. Deposits total $662,254,648 of 
which $445,121,167 are subject to demand and 
$217,133.481 time deposits. The capital stock 
of the Continental Illinois Company, held in 
trust for stockholders of the bank, is not in- 
cluded in the figures, 


MARKED DECREASE IN BANK FAILURES 
IN MIDDLE WEST 

It is significant of greater stability in bank- 
ing that the number of bank failures during 
the past two months has fallen off substan- 
tially in the middle western states which 
have been most prolific in the matter of fatal- 
ities during the past two and a half years. 
This decrease is attributable in large measure 
to the operations of the Reconstruction Fi- 
nance Corporation which have been most ef- 
fective in this section of the country. The 
Chicago Clearing House had not a single 
failure among its members during March. 
Figures for the Federal Reserve Bank dis- 
trict show that as against 104 failures in 
January of this year and 35 in February, 
there were only 14 in March, with 17 re- 
openings occurring during the first quarter. 
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Howard Sims, Chicago agent for the Re- 
construction Finance Corporation, in com- 
menting upon the reduced number of bank- 
ing failures, states: “I have never seen any- 


thing to compare with the revival of confi- 
dence which has followed the establishment 
of the Reconstruction Finance Corporation. 
It has been amazing.” 


FIRST NATIONAL AND FIRST UNION 
TRUST 

Combined resources of $694,436,710 are 
shown in the March 30th financial statements 
of the First National Bank and the First 
Union Trust & Savings Bank of Chicago, with 
deposits of $597,639,126 and combined capital, 
surplus and profits of $68,492,443. The First 
National Bank accounts for resources of 
$482,675,076 with cash and due from banks 
of $96,796,308; U. S. bonds and certificates, 
$63,114,764; other bonds and securities, $40,- 
773,100; loans and discounts of $231,166,120. 
Earnings for the first quarter enabled an in- 
crease of $600,000 to undivided profits 
amounting to $2,773,400 with capital of $25,- 
000,000 and surplus of $25,000,000 and sur- 
plus of $25,000,000. Deposits total $411,- 
141,715. 

The First Union Trust & Savings Bank re- 
ports resources of $211,761,633 with cash and 
due from banks of $44,014,588; U. S. bonds 
and certificates, $34,256,009; other bonds and 
securities, $65,315,206; time loans and dis- 
counts, $25,884,525; demand loans, $29,490,- 
934. Deposits total $186,497,411. Capital 
stock is $10,000,000; surplus and undivided 
profits, $5,719,043 ; reserve for interest, taxes, 
ete., $3,347,568, and reserve for bonds held 
and contingencies of $4,000,000. 


HARRIS TRUST & SAVINGS BANK 

The Harris Trust & Savings Bank of Chi- 
cago, which this year observes the fiftieth 
anniversary of the organization of N. W. 
Harris & Company, and the twenty-fifth year 
of incorporation, has maintained a strong 
position throughout the period of general 
business reverse. The financial statement of 
March 30th shows total resources of $103,- 
433,756, with cash on hand, in Federal Re- 
serve and due from other banks of $21,189,- 
261; U. S. Government securities, $26,005,- 
697; state and municipal securities, $5,748,- 
248, and other bonds and securities of $4,712,- 
268. It is noteworthy that the securities held 
by the company are listed at figures below 
market value on date of rendering report. 
Deposits total $85,900,074 with capital of 
$6,000,000: surplus $6,000,000 and undivided 
profits of $1,625,579. 
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JOSEPH LEITER 
of the most picturesque figures in 


One 
financial and business affairs passed away 


death of Joseph Leiter at 
The son of Levi Z. 
of Chicago’s pioneer 


the recent 
his home in Chicago. 
Leiter, who was one 
merchants, he frequently appeared in the 
limelight because of successful and daring 
business and financial promotions. One of 
his chief adventures was an attempt in 1897 
to corner the country’s wheat supply, which 
ended with a loss of from ten to twelve mil- 
lion dollars. In his subsequent business ven- 
tures Mr. Leiter not only recouped such losses 
but added substantially to the Leiter estate 
and properties, of which he became trustee 
and manager when his father died in 1904. 


with 


Another interesting chapter in the career 
of Joseph Leiter was the suit brought against 
him by heirs of the Leiter estate, led by his 
sister, Marguerite Hyde Leiter, Dowager 
Countess of Suffolk and Berks, who charged 
Mr. Leiter with incompetence and misman- 
After eight years of litigation and 
the Appellate Court in 
Chicago upheld Mr. Leiter in his manage- 
ment of the Leiter estate. It was shown dur- 
ing the proceedings that Mr. Leiter, as trus- 
tee, had increased the working capital of the 
estate from $12,920,000 to $17,387,000. 

After the collapse of the wheat 
Mr. Leiter engaged in numerous business en- 
terprises which turned out successfully, in- 
eluding consolidation of street railway com- 
panies in Chicago, formation of corporations 
and founding of the city Zeigler in the midst 
of the Leiter coal properties in southern II1li- 
nois. He was also associated with a number 
of banks and corporations as director. 


agement, 
family dissention, 


corner, 


The recently enacted Illinois State income 
held unconstitutional 
the Sangamon County 


was recently 
Brown in 


tax law 
by Judge 


Cireuit Court. 
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HERMAN H. HEINS 

Executives of the First National Bank of 
Chicago mourn the death of Vice-president 
Herman H. Heins, who passed away March 
29th, at his residence. He was born in 
Monee, Ill., May 5, 1872, and has been con- 
tinuously connected with the First National 
Bank for more than forty years, becoming 
an official in 1909. Mr. Heins was a member 
of the Illinois Athletic Club, Edgewater Golf 
Club and Westmoreland Country Club. He 
Was an enthusiastic supporter of baseball and 
had an intimate acquaintance among both 
players and those connected with the man- 
agement of the game. 





ILLINOIS BREVITIES 

The Superior Court in Chieago has ren- 
dered a decision to the effect that a state 
bank or trust company in Illinois which sells 
its bonds under a_ repurchase agreement, 
holds the buyers’ money in trust and is re- 
sponsible to the purchasers of the bonds as 
to any other trust agreement. 

Numerous reopenings of closed banks are 
announced in Illinois, including the Central 
Illinois Trust & Savings Bank of Mattoon, 
Exchange State Bank of Brimfield, First 
State Bank of Dix and Farmers State Bank 
of Danforth. John J. O’Connell, trust officer 
of the Hyde Park-Kenwood National Bank, 
has been elected president of the South Side 
Corporate Fiduciaries Association of Chicago 
with Arthur H, Tiedemann, trust officer of 
the Drexel State Bank, as vice-president. 

Deforest Hullburd has retired as a direc- 
tor of The Northern Trust Company of Chi 
eago. 

Almost one-fourth of the national wealth 
is accounted for by the five north central 
states, Illinois, Indiana, Michigan, Ohio and 
Wisconsin, with an average per capita wealth 
in 1929 of $3,114 against $2,977 for the en- 
tire country. 
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Surplus and 


Capital 


Boulevard Bridge Bank.............. $500,000 
Central Republic Bank & Trust Co.. . . 14,000,000 
*Continental Illinois Bank & Trust Co.75,000,000 
Se RFI PET Teer ere 350,000 
First Union Trust & First National... . 25,000,000 


eee ee 6,000,000 
RIES ENO gs a ob ns css ose be 600,000 
so otis, la oan oo Sr 3,000,000 
Peoples Trust & Savings............. 2,500,000 
DI ON me Fo 
I i as twa eae 600,000 


*Includes securities affiliate. 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 


Undivided 
Profits, Deposits, Book 
Dec. 31, 1931 Dec. 31,1931 Value Bid Asked 
$514,166.31 $10,716,994.67 203 180 200 
14,015,077.00 95,135,754.66 235 89144 91% 
69,811,240.89 771,415,217.49 193 138 1394 
829,840.17 6,097,347.59 337 218 223 
43.358,910.89 676,150,169.60 275 227 230 
7,693 ,239.92 91,176,942.42 228 306 312 
450,312.42 6,011,220.59 175 150 170 
8,039,224.73 89,301,533.09 367 322 328 
1,467 ,486.34 23,868,187.65 158 95 110 
469,398.15 8,804,445.56 146 110 125 
225,000.00 4,170,666.72 137 120 130 
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St. Louis 


Special Correspondence 


COMMINGLED FUND FOR INSURANCE 
TRUST INVESTMENTS 

The plan submitted at the recent Mid-Win- 
ter Trust Conference in New York by Joseph 
W. White, trust officer of the Mercantile- 
Commerce Bank and Trust Company of this 
city, for the establishment of a composite 
or commingled fund as a preferred method 
for investment of proceeds of life insurance 
trust proceeds, has aroused considerable in- 
terest among trust officers throughout the 
country. The plan was offered by Mr. White 
not as a definite proposal but to stimulate dis- 
cussion as to improved methods of investing 
rapidly increasing volume of funds in the 
hands of banks and trust companies as trus- 
under life insurance trust agreements. 
The present volume of insurance which has 
been trusteed amounts to nearly $4,000,000,- 
000 and as the proceeds of such trusts ma- 
ture by reason of the death of insured, it is 
recognized that the problem of investing in- 
surance trust funds becomes increasingly dif- 
ficult and cumbersome. 


tees 


Mr. White is in correspondence with trust 
officers throughout the country with a view 
to crystallizing expert judgment, dealing with 
objections of a more or less technical nature 
and suggestions for improvement in the plan 
of creating either one or three divisional 
commingled funds. Some of these objections 
relate to the matter of delegating trust au- 
thority, the character of securities to be in- 
vested in as of legal or non-legal nature and 
the operation of the fund. Under the pro- 
visions of Mr. White’s plan it is proposed to 
give to investment of life insurance trust 
funds the same advantages of diversification 
and immunity from detail work as well as 
pro rata division of income or minimizing loss 
by reason of suspension of interest or de- 
preciation in principal, which are provided 
by insurance companies in mingling proceeds 
of straight or optional agreement insurance 
proceeds with their own funds. Under the 
White plan the life insurance trust agree- 
ment would have to confer the power on 
the trustee to deposit proceeds of imsurance 
in the common fund, carrying certificates of 
interest and with management delegated to 
representatives in each of the Federal Re- 
serve districts, aided by a statistical man 
ager. 


The First National Bank of Kansas City, 
Mo. reports resources of $58,389,000; depos- 
its, $52,100,268. 


“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 





St. Louis Union Trust Co. 


ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated wth First National Bank 

















IMPROVEMENT IN BUSINESS AND 
BANKING 


A distinct improvement in 
banking sentiment is to be 
throughout the 


business and 

encountered 
Southwest, despite the low 
level of stock market values registered in 
New York. Banking conditions have been 
most noticeably on the mend. Here in St. 
Louis the banking situation is secure because 
of the fact that during the entire period of 
business depression there has been but one 
bank failure in this city and the assurance 
of sound, conservative management of St. 
Louis banks and trust companies. 

The current issue of the monthly bulletin 
of the Federal Reserve Bank of St. Louis, 
comments on general business trends in the 
district as follows: “Reports from scattered 
sections of the district reflect moderate im- 
provement in sentiment and a more hopeful 
aspect. While purchasing of goods continues 
on an extremely conservatively basis, there is 
more of a disposition than heretofore to re- 
plenish depleted stocks and fill out assort- 
ments. Further marked improvement has 
taken place in the financial situation. The 
number of bank failures during February was 
much smaller than during recent months, and 
this record has continued during March.” 
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RADIO TALKS SPONSORED BY BANKERS 

A series of nine radio talks dealing with 
banking subjects and sponsored jointly by the 
Missouri Bankers Association and the St. 
Louis Chapter of the American Institute of 
Banking, was recently inaugurated over sta- 
tion WEW, at St. Louis University. G. V. 
Kenton, director of publicity of the Mercan- 
tile Commerce Bank and Trust Company and 
chairman of the Committee on Education of 
the Missouri Bankers Association was the 
opening speaker with the subject, “From 
Babylon to Banking.” The other speakers 
for the series are: E. C. Sibley, Mississippi 
Valley Trust Company, “What Your Say- 
ings Account Does for Your City;”’ William 
Hagedorn, Federal Reserve Bank of St. 
Louis, “There Is No Substitute for a Savings 
Account;” O. M. Streiff, ‘State Bank and 
Trust Company, Highland, IIl., “Invest Now 
Before It Is Too Late;” D. D. Goodell, II- 
linois State Trust Company of East St. Louis, 
“Trusts and Wills;”’ S. E. Butler, First Na- 
tional Bank in St. Louis, “The Federal Re- 
serve System;” W. L. Gregory, Guaranty 
Bank & Trust Company, “When and How 
Banks Lend Money;” John Lappin, Missis- 
sippi Valley Trust Company, “What We Use 
for Money;” A. C. Riedell, American Insti- 
tute of Banking Chapter and A. W. Dimond. 
First National Bank of East St. Louis, “The 
Affairs of a Young Man.” 





Ear! M. Johnston, who has been associate 
vice-president for twelve years of the United 
Bank and Trust Company of St. Louis, has 
been elected vice-president of the Lafayette 
South Side Bank and Trust Company. 
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WESTERN REGIONAL SAVINGS 
CONFERENCE 


A good attendance marked the recent two- 
day session of the Western Regional Savings 
Conference held in St. Louis. Among the 
topics discussed were “What’s Ahead;” “In- 
vestment of Savings Funds;” “Bringing Out 
the Hoarded Dollar; “Real Estate Loans;” 
“Being Prepared for Emergencies” and “Fi- 
nancing Agriculture.” Among the speakers 
were W. O. Woods, treasurer of the United 
States; William McChesney Martin, governor 
of the Federal Reserve Bank, St. Louis; Jay 
Morrison, president Savings Bank Division of 
the American Bankers Association and vice- 
president Washington Mutual Savings Bank, 
Seattle, Wash.; Wood Netherland, president 
Federal Intermediate Credit Bank of St. 
Louis; J. V. Holdam, assistant vice-president 
First National Bank, Chattanooga, Tenn.; R. 
S. Hawes, president Clearing House Associa- 
tion of ‘St. Louis and vice-president First Na- 
tional Bank in St. Louis; W. R. Morehouse, 
vice-president Security-First National Bank 
of Los Angeles and former president of Sav- 
ings Bank Division. 


A program of unusual merit has been pre- 
pared for the 42nd annual convention of the 
Missouri Bankers Association to be held May 
17 and 18 at Excelsior Springs, Mo. 


Breckinridge Jones, Jr., son of the late 
Breckinridge Jones, who for many years was 
president and later chairman of the Missis- 
sippi Valley Trust Company, died recently 
of an attack of pneumonia at Coshocton, 0. 











Lafayette-South Side Bank & Trust Co............ 
Mercantile-Commerce Bank & Trust Co............ 
PINE WOES TUUNE CO. oc neces cccccccceees 
St. Louis Union Trust Co.... 


*Accepts no deposits. 


CONDITION OF ST. LOUIS TRUST COMPANIES 


Surplus and , 
Capital Undivided Profits, Deposits, 
Dee. 31, 1931 Dec. 31, 1931 
. -$2,150,000 $1,849,988.57 $20,637 ,889.14 
. -10,000,000 6,367,216.14 102,053 ,278.95 
. - 6,000,000 3,249,631.23 67,857 405.82 
.- 5,000,000 (Po) Brrr * 






CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Surplus and 


Capital 
American Security & Trust Co......... $3,400,000 
rer re 2,000,000 
National Savings & Trust Co......... 1,000,000 
8 > eee 2,000,000 
Washington Loan & Trust Co........ 1,000,000 


Figures furnished by The Washington Loan & Trust Co. 


Undivided 
Profits, Deposits, 

March 31, 1932 March 31,1932 Par Bid Asked 
$4,177,367.12 $31,711,962.43 100 299 315 
1,511,534.36 4,503,641.61 100 100 160 
2,950,625.78 13,970,545.17 100 375 400 
1,186,956.18 8,970,562.58 100 191 200 
2,529,772.09 16,993 ,646.31 100 400 440 
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Special Correspondence 


AVOIDING LOSSES INVOLVED IN BANK 
RECEIVERSHIPS 

Recommendations have been made to the 
Governor of Ohio and the state banking de- 
partment that, in the event of a special ses- 
sion of the state legislature, laws be consid- 
ered which would have the effect of prevent- 
ing losses incurred by bank receiverships. 
According to one suggestion transmitted by 
the president of the Toledo Depositors’ Asso- 
ciation, the law should authorize the con- 
tinuation of business by a bank that en- 
counters difficulties by means of court su- 
pervision and with restriction of withdrawal 
of deposits. It is contended that ordinary 
corporations, when embarrassed, can apply 
for a receiver and continue in business under 
court supervision. A bank, on the other, that 
is subjected to unreasonable demands not 
due to any lack of sound management, is re- 
quired to close its business with forced liqui- 
dation adding to market demoralization and 
involving needless losses. 

The advisability of some better system of 
protecting banks and preventing failures or 
forced liquidation, is suggested by the fact 
that many of the banks in Ohio which last 
year were forced to close, actually showed 
excess of assets over liabilities. The Ohio 
Savings Bank & Trust Company of Toledo, 
for example, showed excess of $2,800,000 
assets over liabilities, which were tied up 
by market conditions rather than lack of 
intrinsic value. Moreover, the solvency of 
most of the banks that suspended has been 
affirmed by successful efforts in reopening 
of closed banks with adequate protection for 
depositors. 

Plans have also been suggested to the 
state banking department for an extension 
for three years of mortgages on homes held 
in closed banks as a means of stabilizing the 
real estate market. It is stated that $20,000,- 
000 of home mortgages are held in closed 
banks in one of the largest cities of Ohio 
alone. 


PROMOTION AT CLEVELAND TRUST 
COMPANY 

Erwin R. Longdyke, teller and bookkeeper, 
has been promoted to the post of acting mana- 
ger of the Cleveland Trust Company’s Madi- 
son-West 97th street office, according to an- 
nouncement by F. H. Houghton, vice-presi- 
dent in charge of the company’s 58 branch 
banks located throughout greater Cleveland. 
Mr. Longdyke succeeds the late E. L. Staf- 
ford. 


| The 
Central Trust Company 


TOPEKA, KANSAS 


2°, °, 
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Conservative 
Thorough 
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Mr. Longdyke entered banking in Syra- 
cuse, N. Y., where for two and a half years 
he was assistant note teller for the Merchants 
National Bank. In 1922 he came to Cleve- 
land and joined the staff of the Cleveland 
Trust Company at its Detroit-West 101st 
street office. In 1930 he was transferred to 
the Madison-97th branch. He has been ac- 
tive in the educational program of the Ameri- 
ean Institute of Banking, being graduated 


from the standard course in 1931. 


GUARDIAN TRUST COMPANY OF 
CLEVELAND 
Combined resources of $151,230,141 are 
shown in the March 30th financial statement 
of the Guardian Trust Company of Cleveland, 
apportioned as follows: Cash on hand and in 
banks, $18,274,153; United States bonds, 
$12,106,337; other bonds and securities, $18,- 
328,044; loans and discounts, $92,880,386; 
customers’ liability on acceptances and let- 
ters of credit. Deposits total $113,467,454. 
Capital is $7,000,000, with surplus and undi- 
vided profits of $10,111,460, the latter show- 
ing substantial gain during the first quarter. 
The president is J. A. House. 


PROPERTY MANAGEMENT DIVISION 

The First Central Trust Company of 
Akron, O., conducts as part of the trust de- 
partment as so-called “property management 
division.” It is the function of this division 
to attend to all matters relating to the care 
of real estate property, office and residential 
buildings, attending to repairs, rents, collec- 
tions and financial management. The divi- 
sion is in charge of C. C. Howell. 


Arrangements have been approved for re- 
opening of the City Savings Bank & Trust 
Company of Alliance, O. Progress is also 
being made in reopening of the Union Sav- 
ings Bank & Trust Co. of ‘Steubenville, O. 














IN TOLEDO 

Reorganization and resumption of Toledo 
banks which suspended operations last year, 
is proceeding most favorably. The Commerce 
Guardian Bank which succeeds the former 
Commerce Guardian Savings Bank & Trust 
Company, shows an increase of almost 
$1,000,000 in deposits during the first three 
months since beginning business. The Citi- 
zens Trust Company opened for business 
under most gratifying auspices with capital 
of $350,000 and succeeding the former Com- 
mercial Savings Bank & Trust Company. At 
the opening of business a 7 per cent dividend 
aggregating $828,000 was paid to depositors 
of the old Commercial. 

Officers of the new Citizens Trust Company 
includes: Louis H. Hartman, vice-president 
of the Valve Bag Company of America as 
president ; William H. Yeasting, former presi- 
dent of the old Commercial Bank, and Ed- 
ward Kirschner, former vice-president of the 
Ohio bank, as vice-presidents. 

Fred E. Stewart, formerly of the Commer- 
cial, is secretary. Seymour H. Hoff, formerly 
vice-president of the Ohio, will be named 
treasurer. Randolph TP. Whitehead will be 
in active charge of the trust department 
and Leo V. Harnden will become assistant 
trust officer of the Citizens. 





TEXTBOOK ON BANK ADVERTISING 

Don Knowlton, publicity manager of the 
Union Trust Company of Cleveland is put- 
ting the finishing touches on a new anil 
comprehensive textbook on bank advertis- 
ing which will also embrace valuable infor- 
mation relating to effective publicity for trust 
business. Mr. Knowlton has been compiling 
and writing the new book at the request of 
the Financial Advertisers Association and it 
is expected that the volume will be ready 
for distribution in time for the next conven- 
tion. A feature of the book will be specific 
examples dealing with the budgeting of ad- 
vertising expense. Other chapters will re- 
late to what a bank has to sell, selection of 
advertising media, layout, writing copy, ete. 


Objectives of the Government’s Reconstruc- 
tion Finance Corporation, and how this or- 
ganization is functioning in Alabama and 
elsewhere, were explained recently to approx- 
imately 150 bankers of south Alabama at 
the annual meeting of Groups 3 and 4, Ala- 
bama Bankers Association, by Walter E. Hen- 
ley, president, Birmingham Trust & Savings 
Company. Mr. Henley is chairman of the 
Alabama advisory committee of the Recon- 
struction Finance Corporation. 
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CLEARING UP OF BANKING SITUATION 








































N the Mauve Decade, when 





General Vanderbilt drove 








his spanking bays up Fifth 










Avenue, the name Delmonico 


represented the utmostin eclat. 
















Today, when coaches are 
museum pieces, the Hotel 
Delmonico still remains the 
choice of the socially elite 


and the travel wise. 






And now Delmonico's famous 





cuisine is framed in an exqui- 







site roof garden, open the 






year ‘round, for luncheon, 









dinner and supper. 











For one, $5 per day 
For two, $7 per day 
Suites, $10 













Under Direction of 
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MANAGEMENT, INC. 
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Special Correspondence 


TENTH REGIONAL PACIFIC COAST 
TRUST CONFERENCE 

The Regional Trust Conference conducted 
annually in behalf of trust men of the Pa- 
cific Coast and Rocky Mountain States have 
always been characterized by high standards 
of discussion and excellence of papers. This 
year’s conference, to be held in Los Angeles, 
September 29th to October 1st inclusive, will 
be no exception judging from preparations 
and acceptances from The fact 
that this conference will be held immediately 
preceding the annual convention of the 
American Bankers Association will attract 
many visiting bankers and trust men from 
other states. Among speakers will be Mer- 
rel P. Callaway, vice-president of the Guar- 
anty Trust Company of New York and Judge 
Gilbert T. Stephenson, former president of 
the Trust Division, A. B. A. 

The chairman of the general conference 
committee is L. H. Roseberry. vice-president 
of the Security-First National Bank of this 
city. The arrangement of the program is in 
the hands of a committee headed by Fred- 
erick R. Behrends. vice-president of the Cali- 
fornia Trust Company of Los Angeles, as- 
sisted by ID. W. Holgate, trust officer, United 
States National Bank, Portland, Oregon; 
Charles L. LeSourd, vice-president, First 
National Bank, Seattle, Washington; Frank 
H. Lougher, trust officer, Anglo-California 
Trust Company, San Francisco; Ralph H. 
Spotts. associate counsel, Title Insurance & 
Trust Company, Los Angeles: J. M. Wallace, 
vice-president, Walker Brothers Bank, Salt 
Lake City, Utah; Lane D. Webber, vice-presi- 
dent, First National Trust & Savings Bank, 
San Diego. 


speakers. 


The chairman of the Publicity Committee 
is Halcott B. Thomas, vice-president of the 
Citizens National Trust & Savings Bank of 
Los Angeles. Mare Ryan, vice-president of 
the Bank of America National Trust & Sav- 
Association, Angeles, is chairman 
of the Entertainment and Banquet Committee 
and John F. Keogh, vice-president of the 
Title Guarantee & Trust Company of Los 
Angeles, Chairman of the hotel, registration 
and transportation committee. 


Los 


ings 


Officers and directors of the Security-First 
National Bank of Los Angeles own 
Shares of the 1,200,000 outstanding shares of 
the bank, representing an increase of six per 
tent during the past year. 


TRUST DEVELOPMENT WORK AT 
SECURITY-FIRST NATIONAL 

Reports from the trust department of the 
Security-First National Bank of Los An- 
geles and embracing activities of the trust 
organizations at various branches, show that 
new trust business for the first quarter of 
1932 registers a high record. In connection 
with the consolidation of trust work there 
has been organized a new group composed 
of all male employees engaged in trust work, 
limited in membership to males over 23 years 
of age and under the rank of officers. This 
organization is intended for self-improve- 
ment and to stress definite plans for trust 
education. 

The 1932 series of branch trust meetings 
has been inaugurated by L. H. Roseberry, 
vice-president in charge of trust operations. 
These meetings are carefully prepared and 
embrace gatherings of attorneys as well as of 
all those who manifest interest in features 
of trust service in the Los Angeles district 
as well as in the communities served by 
branches of the bank. 


ORGANIZED OPPOSITION TO PROPOSED 
TRUST DEED “REFORM” 

The Realty Values Protective Association 
has been formed with membership composed 
of leading professional and businessmen of 
California, to combat the campaign waged 
by the Lawyers’ Club of Los Angeles to enact 
legislation which would reduce the trust 
deed form of real estate mortgage loan to 
the status of a mortgage. The new associa- 
tion will seek to retain the present trust deed 
laws of California and thus prevent the tre- 
mendous decline in property values that 
would result from the elimination of the 
popular form of loaning instrument. Trust 
company representatives are likewise active 
in combating the proposed legislation which 
was rejected at the last session of the legis- 
lature. 

The advocates of the proposed “reform” 
have formed the Trust Deed Reform League. 
They are active in an attempt to secure 
111,000 valid signatures to a petition which 
is to be submitted to the vote of the people 
in November. 


W. S. Guilford of the California National 
sank of Sacramento, has been appointed a 


member of the Research Committee of the 
Financial Advertisers Association. 

Will C. Wood, former State Superintendent 
of Banks and associated with the Bank of 
America has received appointment to direct 
the Oakland activities of the bank. 
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Special Correspondence 


BRANCH BANKING EXPERIENCE 

Because California is the only state in 
which branch banking has acquired state- 
wide scope the experience gained during the 
past ten years and especialy since the present 
period of depression is illuminating and as 
contributing to the prospective Congressional 
debate on the subject of branch banking ex- 
pansion. The comparative immunity of Cal- 
ifornia from bank failures, the high percen- 
tage of recoveries from claims against in- 
solvent banks and the high standard of man- 
agement which obtains, may all be accepted 
as a salutary influence of standards set by 
the big branch banking institutions. This ap- 
plies notably to the care in granting loans, 
the branch banking organizations having led 
the way in requiring borrowers’ statements 
and the unit banks in general observing the 
same safe practice. 


There are five big branch banking institu- 
tions in California which command approxi- 
mately six-tenths of the banking resources of 
the state. The “big five” of California em- 
brace the Bank of America, Security-First 
National Bank of Los Angeles, American 
Trust Company of San Francisco, California 
Bank of Los Angeles and the Citizens Na- 
tional Trust and Savings Bank. ‘These main- 
tain about 729 branches. As against the five 
big branch banks there are 411 unit banks, 
a few of which also operate branches and 
bringing total branch offices in the state to 
829 in number. Figures compiled by the 
Comptroller of the Currency show that dur- 
ing the period from June 30, 1920 to June 
30, 1931, California had 41 banking suspen- 
sions or equal to 5.7 of the total number of 
banks in operation and none of which in- 
volved the larger branch banking organiza- 
tions. It is noteworthy that the failure rec- 
ord reflects more favorably upon the charac- 
ter and safety of state supervision than upon 
national bank supervision. The summary 
reveals that banking depositors are offered a 
higher degree of safety in California than 
obtains in states where unit or limited branch 
banking prevails. 


Speaking at a business “clinic” conducted 
by the Manufacturers and Wholesalers Asso- 
ciation, San Francisco, F. L. Lipman, presi- 
dent of the Wells Fargo Bank and Union 
Trust Company, stated: “Bankers should be 
severely criticized for granting loans when 
the borrower is not in a good financial condi- 
tion.” 


NEW DIRECTORS OF TRANSAMERICA 
CORPORATION 

Directors of the Transamerica Corporation, 
to replace temporary appointees selected at 
the annual meeting of stockholders in Wil- 
mington, Del., were chosen recently in San 
Francisco as follows: A. P. Giannini, founder 
of Transamerica, who recovered control of 
the huge banking concern from Elisha Walk- 
er of New York, is chairman of the new 
board. Other members are John M. Grant, 
president of the corporation; Chester H. 
Loveland, San Francisco; Theodore M. Stu- 
art, Fresno; Russ Avery, Los Angeles; P. A. 
Bricea, San Francisco; George J. De Martini, 
San Francisco; G. Ferro, Ventura county; 
Gordon Gray, San Diego; Dr. O. G. Hamlin, 
Oakland; T. W. Harris, Oakland; Ercole H. 
Locatelli, New York; Senator Vittorio Scia- 
loja, Italy; F. G. Stevenot, Angeles Camp, 
Cal.; Herbert E. White, Sacramento, and A. 
P. Jacobs, San Francisco. 


James P. Normanly, formerly assistant 
vice-president of the Bank of America, N. A., 
of New York, and the National City Bank of 
New York, has arrived in Los Angeles to as- 
sume the position of vice-president of the 
Bank of America, N. T. and 8. A. 
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“BACK TO GOOD TIMES” MOVEMENT 

One of the immediate evidences of the re- 
organization and the resumption of control- 
ling policies of the Bank of America of Cal- 
ifornia by A. P. Giannini and his associates, 
is the strong assertion of esprit de corps 
which is enlisted in a state-wide movement 
to restore good times and rededication of 
the extensive Bank of America organization 
to revival of business in this state. A fea- 
ture of the movement is the state-wide pub- 
licity campaign which has as its keynote: 
“Back to Good Times?’ and appeal to open 
“California prosperity accounts.” The move- 
ment also enlists radio programs and other 
agencies. Personal letters have also been 
sent to all shareholders of the Bank of Amer- 
ica as well as personnel of the bank and 
others. 

In inaugurating the series of 
ments the Bank of America states: 

“Californians have the money, the natural 
resources and the physical and mental ability 
necessary to speed up the wheels of state- 
wide industry to their full capacity. . . Be- 
cause of this fact, two hundred and eight 
thousand officers, directors, employees and 
stockholders of Bank of America have en- 
listed in a state-wide movement for an early 
return to better times throughout California 
—and the nation. Every citizen of this great 
state is invited to cooperate in this construc- 


advertise- 


A. P. GIANNINI 


airman of the Board, Bank of America National Trust 
and Savings Association, San Francisco 
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tive state-wide effort toward the restoration 
of a sound prosperity... 


” 


The American Title Association will hold 
its 26th annual convention in Del Monte, Cal., 
June 28th to 30th. 


SPRINGFIELD SAFE DEPOSIT & TRUST 
COMPANY 

Trust department assets under adminis- 
tration amounting to $49,697,000 is reported 
by the Springfield Safe .Deposit & Trust 
Company of Springfield, Mass., in its return 
of March 31st. The banking department has 
resources of $12,517,430 with deposits of 
$9,758,323; capital, $1,000,000; surplus, 
$1,000,000; undivided profits, $625,000, and 
reserve for contingencies of $80,554. 


MARINE MIDLAND GROUP 
The management of the Marine Midland 
Group of New York announces that the New 
York Trust Company of Watertown and the 
Peoples Trust Company of Malone have be- 
come members of the group organization. 
These two banks together with the First and 
Second National Bank & Trust Company of 
Oswego, give the Marine Midland the three 
outstanding financial institutions in the 
‘north country” of New York. The group 
now comprises twenty-one units with com- 

bined resources of over $500,000,000. 


WILL F, MorriIsH 


President, Bank of America National Trust and Savings 
Association, San Francisco 





TRURRUURORERRURRSARESEARESEREAARERERESU UE RAURSSSEASRRAEEORERREOEaES 


- 
= 
- 
7 


TRUST COMPANIES 


Branch, Group and 
Chain Banking 


GAINES T. CARTINHOUR 


Assistant Professor, Banking and Finance, 
New York University 


Professor Cartinhour stresses the solution 
of the banking concentration problem and 
thus raises the fundamental question of 
conflict of jurisdiction between Federal and 
State governments in the control of groups, 
chains and branches. 

He takes up problems connected with 
banking in small cities and towns, bank sus- 
pensions, and the earning power of small 
banking institutions; types of group and 
chain systems and their history from 1890 to 
1931. The author also describes the actual 
functioning of group systems; analyzes the 
bank-consolidation movement and surveys 
the branch-banking problem. 
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PROPOSED UNIFICATION OF BANKING 
(Continued from page 444) 
exists some difference of opinion in the Eco- 
nomie Policy Commission as to the advisa- 
bility of extending the privilege to cover the 
entire state; however we hold unanimously 
to the view that the granting of permission 
to national banks to establish branches in 
adjoining states (not over 50 miles distant) 
would constitute a species of Trade Area 
branch banking which would give national 
banks an unfair advantage over their state 
bank competitors whose state governments 
could not authorize them to establish 
branches beyond their own jurisdictions.— 
(From recent statement before Senate Bank- 
ing and Currency Committees. ) 


DUAL SYSTEM SHOULD BE 
CONTINUED 


JOHN D. HOSPELHORN 
Deputy Bank Commissioner of Maryland 

This department does not feel that the 
best interests of the banking institutions at 
large can be served by the medium of con- 
centrated banking supervision under federal 
authority. We believe that the systems of 
state supervision as well as national super- 
vision which are in vogue today are the most 

satisfactory forms of supervision. 


EQUAL RIGHTS FOR STATE AND 
NATIONAL BANKS 


HARRY B. McDOWELL 
Vice-president, McDowell National Bank of 
Sharon, Pa. 


The experience of the past few years, 
after giving due allowance for the disastrous 
results brought about by a systematic use 
of propaganda to discredit the country or 
unit bank, still calls for better banking and 
better bank men, and it seems a _ stricter 
supervision and control of banks is inevitable. 
There has been too great freedom in grant- 
ing charters and no limitation upon the char- 
acter or experience of those who could en- 
gage in the banking business, which calls for 
a remedy. 

After charging against Unit Banks the 
failures of all banks belonging to a chain 
or group, and after making the worst pic- 
ture possible, figures for 11% years to July 
1, 1931 show the following distribution of 
failures: In fourteen Eastern States, 4.7 per 
cent. South of Maryland, 21.3 per cent. And 
west of Ohio, 74 per cent. These figures do 
not show any necessity for branch banking 
in Eastern Territory, particularly when one 
deducts from the total number of failures 
those which should be charged to branch or 
group outfits. The total failures in the East- 
ern Territory would thus be reduced from 
a total of 340 to possibly 240, and the per- 
centage figure would be reduced to 3.33 per 
cent. 

I am opposed to any implication conveyed 
by Section 21 of the “Glass Bill” that state- 
wide branch banking has proven its case or 
that statewide branch banking is a cure for 
any of our ills. I do think that national 
banks should have all the rights that state 
banks have in any state, or vice versa; and 
I think this section would be better if it 
stated clearly that the autonomy of state 
laws would be upheld in respect to branch 
banking. I hold to the opinion that any legis- 
lation regulating branch banking, of any 
sort, should be a matter which should orig- 
inate in the several states and when any 
policy for state banks is determined, national 
banks should automatically be permitted to 
follow along within those states. If the 
autonomy of state laws is upheld by the 
“Glass Bill’ the provision in ‘Section 21 for 
the extension of branches fifty miles beyond 
a state border, will not be operative. 


The Chase National Bank of the City of 
New York has been appointed registrar of 
the common stock of Memphis Natural Gas 
Company of Delaware. 





